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Docket Entries. 

Civxl Docket 15807 

UNITED STATES DISTRICT COURT 
Jon O. Newman 

Jury deinand datę: 11/12/73 by defendant 
Protective Order Entered 1/8/74 

TI TLE OT CASE ATTORNEYS 

F^r plaintifT: 

Ira B. Grudberg 
David L. Belt 

Jacobs, Jacobs & Grudberg 
207 Orange Street 
New Haven, Conn. 06503 

Xerox Corporation Stephen Rackow Kaye 

Ronald S. Rauchberg 
Proskauer Rosę Goetz & 
Mendelsohn 
300 Park Avenue 
New York, N. Y. 10022 

Jeronie Gotkin 
Widett & Widett 
1(X) F^ederal Street 
Boston, Mass. 02110 

Martin FL Goldstein—Admitted 
Ryder, McAulay, F"ields, Fisher 
& Goldstein 
20 Exchange Place 
New York, N. Y. 10005 

F^or defendant: 

Morgan P. Ames 
John F\ Spindler 
Paul E. Knag 
Cummings & Lockwood 
1 Atlantic Street 
Stamford, Conn. 06904 
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Docket Entries. 

Francis T. Carr 
Donald J. Lisa 
Robert D. Fier 

Kenyon & Kenyon, Reilly, Carr 

& Chapin 

59 Maiden Lane 

New York, N. Y. 10038 

Milton Handler 
Stanley D. Robinson 
Gerald Sobel 

Kaye, Scholer, Fierman, Hays & 
Handler 

425 Park Ave., New York, N. Y. 
10022 

DATĘ PROCEEDINGS 

1973 

7/31 Complaint, Motion for Preliminary Injunction, 
Motio- f rr Conference and Notice of Motion, Mo¬ 
tion for Appointment of Person (.Tacob G. Miller) 
to Serve Process, and Order thereon (Markowski, 
C.), and interrogatorips, filed and entered. Sum- 
mons issued. M-8/6/73. 

7/31 Return of Service of Jacob Miller, filed—Sum- 
mons, Complaint, Motions and Interrogatories. 

8/10 Notice to Clerk of Naturę of Action, filed by 
Atty. Grudberg. 

8/21 Appearances of Morgan P. Ames and John F. 
Spindler, both of Cuminings & Lockwood, entered 
for defendant. 

8/24 Stipulation filed that the defendant’s time to 
answer or otherwise move against the complaint is 
extended to September 14, 1973. Ordered Accord- 
ingly. Markowski, C. M-8/27/73. Copies mailed. 
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Dockeł Entries. 

datę proceedi n os 

1973 

9/12 Motion to Admit Visiting Attorneys Francis T. 
Carr and Donald J. Lisa to represent defendant, 
filed by Attorney John F. Spindler together with 
Affidavit. 

9/12 Motion to Admit Yisiting Attorneys Milton 
Handler, Stanley^). Robinson and Herald Sobel 
to represent defendant, filed by Attorney John F. 
Spindler, together with affidavit. 

9/12 Court and Counsel in Chambers Conference re 
(1) PlaintifTs Motion for Preliminary Injunction; 
and (2) PlaintifTs Motion for Conference on Vari- 
ous Matters. Decision Reserved. Court opens for 
Motion of John F. Spindler to Admit Milton 
Handler, Stanley D. Robinson, Gerald Sobel, 
Francis T. Carr and Donald J. Lisa for the pur- 
poses of this case only. Motions granted and So 
Ordered. Newman, J. M-9/13/73. 

9/13 Motions to Admit Visiting Attorneys and Orders 
thereon (copies) mailed to all counsel. 

9/14 First Reąuest by Xerox Corp. to Produce Docu- 
ments Pursuant to Rule 34, filed. 

9/14 Defendant’s Motion to Strike the First and Sec- 
ond Claiins and Part of the Third Claim of the 
Complaint and for a Morę Definite Statement of 
Part of the Third Claim of the Complaint and 
Notice of Motion, filed. 

9/14 Memorandum in Support of Defendant’s Motion 
to Strike, filed. 

9/12 ^ PlaintifTs Motions for Preliminary Injunction 

and for Conference on Various Matters, “Over to 
indefinite datę.” Newman, J. M-9/17/73. 

9/21 SC'M’s Memorandum in Opposition to Defend- 
ant’s Motion to Strike, filed. 
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Docket Entries. 

DATĘ PR0CEED1NGS 

1973 

9/21 Motion to Admit Yisiting Attorney Robert D. 
Fier and Affidavit filed by Attorney John F. 
Spindler. 

9/21 Hearing on Defendanfs Motion to Strike the 
First and Second Claims and Part of the Third 
Claim of the Complaint and for a Morę Definite 
Statement of Part of the Third Claim of the Com- 
plaint. Copy of complaint filed with Federal 
Trade Commission, Docket No. 8909, filed by Plain¬ 
tiff. Decision Reserved. Newman, J. M-9/21/73. 

9/21 Attorney Robert Fier admitted for purposes of 
this case only. Written motion endorsed “So 
Ordered.” Newman, J. M-9/21/73. Copies mailed. 

10/ 9 Memorandum of Decision on Defendanfs Mo¬ 
tion to Strike, entered. Xerox’s motion to strike 
the nrst and second claims of the complaint and 
so much of the third claims as relies on the first 
claim is granted, as is the Xerox motion for a morę 
definite statement with respect to the balance of 
the third claim, without prejudice to the filing of a 
new complaint by SCM within thirty days. New¬ 
man, J. M-10/9/73. Copies mailed. 

10/18 Partial Answers and Responses to Certain of 
Plaintiff ’s Interrogatories and Document Requests 
Respecting Its First Claim, including confiden- 
tial Exhibit I and Notice to the Clerk Pursuant 
to Local Rule 6 (f), filed by plaintiff. 

10/18 Court Reporter’s Notes of proceedings of Sept. 
21, 1973, filed. Gale, R. 

10/19 Court Reporter’s Transcript of proceedings of 
Sept. 21, 1973, filed. Gale, R. 
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Docket Entries. 

DATĘ PROCEEDINOS 

1973 

10/29 Defendanfs Response to PlaintifPs Interroga- 
tories and Document Iieąuests Respecting Its 
First Claim, fiłed. 

11/ 5 Amended Complaint with Certification of Serv- 
ice, filed by plaintiff. 

11/ 5 Appearance of Atty. David L. Belt entered for 
plaintiff. 

11/ 5 Motion for an Order Respecting Limited Dis- 
closure of Certain Documents, Notice of Motion 
and Memorandum in Support of Motion with Ex- 
hibit C, filed by plaintiff. 

11/12 Demand for Jury Trial, filed by defendant. 

11/12 Answer and Counterclaim, filed by defendant. 

11/13 Certification of Service re Answer and Demand 
for Jury Trial, filed by defendant. 

11/16 Memorandum in Support of PlaintifPs Rule 
42(b) Motion and Exlubits Thereto, filed under 
seal. 

11/10 Motion for an Order Compelling Discovery, 
Notice of Motion and Affidavit in Support of 
Motion, filed by plaintiff. 

11/16 PlaintifPs Rule 42(b) Motion for Separate Trial 
of the Issues of Xerox’s Alleged Violations of the 
Antitrust Laws, and for Ancillary Relief; and the 
Support Grounds Therefor; and Motion for Pre- 
liminary Injunction and Notice of Motions, filed 
by plaintiff. 

11/21 Memorandum in Opposition to PlaintifPs Mo¬ 
tion for an Order Respecting Limited Disclosure 
of Certain Documents, filed by Defendant. 




A6 


Docket Entries. 

DATĘ PROCEEDINGS 

1973 

11/26 (1) PlaintifTs Motion for an Order Respecting 

Limited Disclosure of Certain Documents; (2) 
PlaintifTs Motion for a Separate Trial of the 
Issues of Xerox’s Alleged Violations of the Anti- 
trust Laws and for Ancillary Relief, and for Sup- 
porting Grounds Therefor; and (3) PlaintifTs 
Motion for an Order Compelling Discovery. Ali 
three rnotions “over to Dec. 7th (no one ap- 
peared).” Newman, J. M-ll/26/73. 

12/ 4 Defendanfs Memorandum in Opposition to 

PlaintifTs Motion for Separate Trial and An¬ 
cillary Relief, filed. 

12/ 4 Affidavits of Gerald Sobel and Kevin Carroll 
in Opposition to PlaintifTs Motion for an Order 
Compelling Discovery, filed. 

12/ 4 Certificate of Service, filed. 

12/ 5 Reply, filed by plaintiff. 

12/ 6 Defendanfs Interrogatory Numbers 1-32 to 

plaintiff, filed. 

12/ 6 Second Request by Xerox Corporation to Pro- 
duce Documents Pursuant to Rule 34, filed. 

12/ 6 Plaintiff’s Reply Memorandum in Support of 

its Motion for an Order Respecting Limited Dis¬ 
closure of Certain Documents, filed. 

12/ 7 Memorandum of SCM in Support of its Mo¬ 
tion to Compel under Rule 37, filed. 

12/7 Hearing on (1) PlaintifTs Motion for an Order 
Respecting Limited Disclosure of Certain Docu¬ 
ments; (2) PlaintifTs Motion for a Separate Trial 
of the Issues of Xerox’s Alleged Yiolations of 
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Docket Enłri&s. 

datę proceedings 

1973 

the Antitiust Laws and for Ancillary Relief, and 
for Supporting Grounds Therefor; and (3) 
Plaintiff’s Motion for an Order Compelling Dis- 
covery. Decision Reserved on all three mo- 
tions. Reply Briefs may be filed. Newman J. 
M-12/10/73. 

12/10 Court Reporter’s Notes of Proceedings of Dec. 
7,1973, filed. Gale, R. 

12/19 Court Reporter’s Transcript of proceedings of 
Dec. 7, 1973 filed. Gale, R. 

12/20 Court Reporter’s Transcript of proceedings of 
Dec. 7, 1973 (After Session), filed. Gale, R. 

1974 

1/ 7 Memorandum of Decision on Plaintiff’s Motion 
for Severance of Issues and Other Relief entered. 
As morę fully detailed in the foregoing memo¬ 
randum, as to Part A. of SCM’s motion, severance 
and designation of an early trial datę of the anti- 
trust liability issues is denied without prejudice; 
as to part B, May 1, 1974 is tentatively set as 
a target datę for a hearing on SCM’s motion for 
a preliminary injunction, and a briefing Schedule 
is established as to legał issues relevant to that 
motion; as to Part C, the reąuest for severance of 
the patent issues is granted, and the request for a 
stay of proceedings with respect to those issues 
is denied. Newman, J. M-l/4/74. Copies mailed. 

1/ 8 Ruling on Plaintiffs Motion to Coinpel Dis- 
covery, entered. Newman, J. Copies mailed. 

1/ 8 Memorandum of Decision on Cross Motions for 
a Protective Order, entered. A protective order 
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Docket Enłries. 

DATĘ PROCEEDINGS 

1974 

will be entered adopting substantially the provi- 
sions of the Xerox proposal, with the addition of 
a definitional phrase regarding confidential infor- 
mation and sonie minor and apparently non-con- 
troversial additions suggested in Xerox’s memo¬ 
randum. Newman, J. Copies mailed. M-l/14/74. 

1/ 8 Protective Order, entered. Newman, J. Copies 
mailed. M-9/14/74. 

1/11 Stipulation extending plaintifTs time within 
whieh to object, answer or otherwise plead to the 
Second Request for Documents and Interroga- 
tories 1-32 (both served on or about December 
3, 1973) until 30 days after datę of the issuanee 
of an order or decision on plaintifTs motion 
to stay proceedings with respect to the patent 
issues in this action, filed. So Ordered. Newman, 
J. M-l/11/74 copies mailed. M-l/14/74. 

1/11 Stipulation filed that Xerox Corporation may 
amend its answer. So Ordered. Newman, J. 
M-l/11/74. Copies mailed. 

1/11 Amendment to Answer, filed. 

1/22 Motion for Rehearing Insofar as this Court’s 
Decision of Jan. 3, 1974 Denied a Stay of Pro¬ 
ceedings with Respect to Issues of Yalidity and 
Enforceability of Middleton-Reynolds ’(KK5 Patent, 
Memorandum in Support of Motion and Certifica- 
tion of Service re Motion and Memorandum, filed 
by plaintiff. 

1/22 Consent to the granting of the motion of de- 
fendant for sealing of portions of the transeript 
of proceedings of Dec. 7, 1973, filed by plaintiff. 
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Docket Entries. 

datę proceedinos 

1974 

1/23 SCM’s Application for a Thirty-Day Extension 
of Time as to Patent Discovery Demanded by 
Xerox, filed. 

1/23 Furtłier Reply to Answer as Amended, filed by 
Plaintiff. 

1/24 Placed on Trial List. 

1/23 Motion to Admit Yisiting Attorney, Martin E. 
Goldstein, to represent plaintiff, filed by Attorney 
I)avid L. Belt. So Ordered. Newman, J. M-l/24/74. 
Copies mailed. 

1/25 Appearance of Atty. Martin E. Goldstein en- 
tered for plaintiff. 

1/25 Motion Under llule 37 to Compel Production of 
Documents in Response to Certain Portions of 
Xerox’ First Request to Produce Documents Pur- 
suant to Rule 34, Notice of Motion, Memorandum 
in Support of Motion and Aflfidavit of Julius Her¬ 
man, filed by defendant. 

1/28 Appearance of Atty. Paul E. Knag entered for 
defendant. 

1/31 Opposition by Xerox to SCM ’s Ap])lication for 
Extension as to Patent Discovery, filed. 

2/ 1 Motion for Extension of Time Witliin Which to 
File a Memorandum in Opposition to Defendanfs 
Rule 37 Motion, filed by plaintiff. 

2/ 1 PlaintifTs Motion for Extension of Time Witliin 
Which to Filo a Memorandum in Opposition to 
Defendanfs Rule 37 until Feb. 15, 1!>74, endorsed 
as follows: “Motion granted by consent.” New¬ 
man, J. M-2/4/74. Copies mailed. 









o 
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Docket Enłries. 

DATĘ 

PBOCEEDINOS 

1974 


2/ 4 

XeTox’ Memorandum in Opposition to SCM’s 

Motion for Rehearing, filed. 

2/ 4 

Defendanfs Memorandum with Respect to Legał 

Sufficiency of Plaintiff’s Reąuest for Preliminary 
Injunction, filed. 

2/ 5 

SCM’s Memorandum in Opposition to Xerox’s 
Contention that aa a Matter of Law Injunctive 

Relief is not Available on SCM’s Motion for a Pre¬ 
liminary Injunction and Findings of Fact and 
Conclusions of Law in Civil No. 73-2499 (Eastern 

District of Penna.), filed. 

2/ 8 

Notice to take Deposition of Dr. Maxwell Pol- 
lack on March 19,1974 at Morristown, New Jersey, 
filed by defendant. 

2/ 8 

Notice to take Deposition of Oeorge S. Warner, 
et ais. on Feb. 19,1974, filed by defendant. 

2/15 

Defendanfs Reply Memorandum with Respect 
to Legał Sufficiency of PlaintifTs Reąuest for Pre¬ 
liminary Injunction, filed. 

2/15 

PlaintifTs Response to Defendanfs First Re¬ 
ąuest to Produce Documents Pursuant to Rule 34, 
filed. 

2/15 

PlaintifTs Opposition to Defendanfs Motion 
under Rule 37 to Compel Production of Docu¬ 
ments, filed. 

2/15 

Memorandum in Support of PlaintifTs Opposi¬ 
tion to Defendanfs Motion under Rule 37 to Com¬ 
pel Production of Documents, filed. 

2/15 

SCM’s Reply Memorandum in Opposition to 

Xerox’s Contention that as a Matter of Law, In- 


I • • 


< ' 4 
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Docket Entries. 

DATĘ PROCEEDINOS 

1974 

junctive Relief is not availabie on SCM’s Motion 
for a Preliminary Injunction, filed. 

2/22 Pre-Trial Ruling No. 5, entered. PlaintifiTs 
motion for rehearing of its reąuest to stay pro- 
ceedings with respect to issues concerning the 
validity and enforceability of the Middleton-Rey- 
nolds ’006 patent is denied, and plaintifT’s motion 
for an extension of time until March 3, 1974, to 
object, answer or otherwise plead to defendanfs 
Interrogatories and Second Reąuest for I)ocu- 
inents is grantod. Newonan, J. M-2/25/74. Copies 
mailed. 

2/26 Notice of taking Depositions (8) of Herbert 
Price on April 30, 1974; William R. Brophy on 
May 2, 1974; John A. Van Auken on May 7, 1974; 
Charles S. Jenkins on May 21, 1974; Horace S. 
Beattie on May 23, 1974; E. Paul Charlap on June 
4, 1974; Carl A. Kurhmeyer on June 18, 1974; and 
Hugh Bryce on June 20, 1974, filed by defendant. 

3/ 1 Reply AfTidavit of Julius Berman in Support of 
Xerox’s Motion Under hule 37 to Oompel Produc- 
tion of Documents, filed. 

3/ 1 Defendanfs Reply Memorandum in Support of 
its Motion Under Rule 37 to Compel the Produe- 
tion of Documents, filed. 

2/ 6 Notice to take Deposition of Kensuke Fukae on 
March 12, 1974, filed by defendant. 

3/ 6 Hearing on Legał Issues Concerning PlaintifTs 
Motion for a Preliminary Injunction. Defendant 
shall promptly submit to the Court its position as 


I 
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Docket Entries. 

DATĘ PBOCEEDIN 08 

1974 

to its “undertaking”. The pending Rule 37 rao- 
tion is submitted on the papers, by agreement of 
the parties. Decision Reserved. Court adjourned 
at4:15P.M. M-3/6/74. Newman, J. 

3/ 8 Notice to take Deposition of Minolta Corpora¬ 
tion, et al. on March 15, 1974, filed by defendant. 

3/ 8 Renotice to take Deposition of Kensuke Fukae 
on March 18, 1974, filed by defendant. 

3/12 PlaintifTs Res^nse to Defendanfs Interroga- 
tories 1-32 to plaintifF, filed. 

3/12 PlaintifTs Response to Defendanfs Second Re- 
quest to Pioduce Documents Pursuant to Rule 34, 
filed. 

3/13 Court Reportefs Notes of proceedings held on 
Mar. fi, 1974 (Hearing on Legał Issues Concerning 
PlaintifTs Motion for a Preliminary Injunction), 
filed. Gale, R. 

3/13 Court Reportefs Transcript of proceedings held 
on March 6, 1974, filed. Gale, R. 

3/20 Defendanfs Interrogatories, Set No. 1, filed. 

3/21 Notice to Take Deposition of Leslie C. Overlock, 
on May 7, 1974, filed by Defendant. 

3/22 Return of Service of Deposition Subpoena ad- 
dressed to Charles S. Jenkins, 245 Leewood J)rive, 
Lexington, Kentucky, and issued in the Eastern 
District of Kentucky, filed. 

3/25 Renotice of Taking Deposition of William R. 
Brophy on May 2, 1974, filed by Defendant. 

3/25 Notices (2) of Taking of Deposition of Sol M. 
Linowitz on April 15, 1974; and of Defendant 
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Oocket Entri&s. 

I>ATE PROCEEDINGS 

1974 

Xerox Corp. by C. Peter McColough, on April 22, 
1974, filed by Plaintiff. 

3/28 PlaintifTs Answer to DefendanPs interrog- 

atorioH 15-22 and 2G-31 to Plaintiff, and Certificate 
of Service, filed. 

4/ 1 PlaintifTs Answers to DefendanPs Interrog- 

atories 23-25 to plaintiff, filed. 

4/ 1 PlaintifTs Supplemental Answer to DefendanPs 
Interrogatory 31, to Plaintiff, filed. 

4/ 1 DefendanPs Motion to Extend tbe Time Within 
Which it may Move for Additional Time to Re- 
spond to PlaintifTs Interrogatories under Order 
of Jan. 8,1974, froin April 1,1974 to May 15,1974, 
Notice of Motion and Affidavit of John L. Lee, 
filed. 

4/ 1 DefendanPs Answers and Itesponses to Plain¬ 
tifTs Interrogatories and Doeument Requesvj Re- 
specting its First Claim, filed. 

4/ 1 Exhibit B to DefendanPs Answers and Re¬ 
sponses of April 1, 1974 to Plaintiff’s Interrog¬ 
atories and Doeument Requests Respecting its 
F^irst Claim, filed in sealed envelope. 

4/ 4 Notice of Taking Deposition of Sol M. Linowitz 
on May 7, 1974, filed by Plaintiff. 

4/ 9 Order entered extending defendanPs time to 
move for additional time to respond to the inter¬ 
rogatories in PlaintifTs Interrogatories and Doeu¬ 
ment Requests Respecting its F^irst Claim due 
June 15, 1974 under the Order of Jan. 8,1974, from 
April 1, 1974 to and including May 15, 1974. New¬ 
man, J. M-4/9/74. Copies mailed. 
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Dockeł Enłries. 

datę pkoceedings 

1974 

4/16 Stipulation filed that (1) SCM’s objections, if 
any, to Defendanfs lnterrogatories, Set No. 1, 
served March 19, 1974, will be served by April 19, 
1974, and filed promptly thereafter; and (2) The 
time within wliich SCM may answer those of said 
interrogatories to which it does not object is ex- 
tended to and including the earlier of (a) June 15, 
1974 or (b) two weeks prior to the scheduled com- 
mencement of any eourt hearing which may be 
ordered on SCM’s motion for preliminary injuno- 
tion. So Ordered. Newman, J. M-4/16/74. Copies 
mailed. 

4/17 Transcript of Polluck Deposition, filed. 

4/18 Motion for the Appointment of a Special Master 
to Supervise l)iscovery Proceedings and Memo¬ 
randum in Support of Motion, filed by plaintiff. 

4/19 Pre-Trial ltuling No. 6, entered. Newman. J. 
M-4/19/74. Copies mailed. (Motion for Prelimi¬ 
nary Injunction by SCM denied). 

4/19 Pre-Trial Ruling No. 7, entered. Newman, J. 
M-4/19/74. Copies mailed. (Re: Rule 37 Motion 
filed bv Xerox). 

4/23 Defendanfs Response to PlainłifTs Reąuest for 
Docuinents in Tts March 22, 1974 Notice of Depo¬ 
sition, filed. 

4/23 PlaintifPs Objections to Defendanfs Interrog¬ 
atories Set No. 1, Dated March 19, 1974, filed. 

4/30 Letter dated March 8, 1974—“written statement 
of the undertakings Xerox Corporation is making 
with respect to SCM’s motion for a preliminary 
injunction,” filed. 
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Docket Entri&s. 

DATĘ PROCEEDING8 

1974 

4/30 Letter dated January 18, 1974—“concerning the 
preliminary injunctive relief souglit by SCM and 
Xerox’s asserted legał defenses to the granting of 
that relief,” filed. 

4/30 Letter dated Fehruary 22, 1974 correcting reply 
memorandum of SCM filed February 15, 1974, 
filed. 

4/30 Copy of Employee Patent and Confidential In¬ 
formation Agreement “Under Protective Order,” 
filed. 

4/30 Exhibits to Memorandum in Support of SCM’8 
Rule 42(b) Motion, filed. 

4/30 Exhibits 11, 12 and 13 to Memorandum in sup¬ 
port of SCM’s Rule 42(b) Motion, filed. 

4/30 Exhibit A Xerox 1972 Long Rangę Plan (Ex- 
tracts), filed. 

4/30 Exhibit Xerox Documents regarding Capabili- 
ties of Potential Competitors, filed. 

5/ 1 Notice of Appeal from the DeciBion and Order 
(denominated as “Pre-Trial Ruling No. 6”) en- 
tered on April 19, 1974, filed by plaintiff. Copies 
mailed to U.S.C.A. and to all counsel. 

5/ 2 Xerox’ Memorandum in Opposition to SCM’s 
Motion for the Appointment of a Special Master 
to Supervise Discovery, filed. 

5/ 7 Stipulation Coneerning SCM’s Responses to 
Defendant’fi lnterrogatory Nos. 1-32 and Second 
Reąuest to Produce Documents, filed by defendant. 

5/ 9 Notice to take Deposition of Gabriel S. Carlin 
on June 4, 1974 filed by defendant. 
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DATĘ 

1974 
5/ 9 

5/ 9 

5/10 

5/15 

5/20 

5/20 

5/31 

5/31 

5/31 


Docket Enłries. 

PROCEEDI NGS 


Letter supplementing orał argument on belialf 
of Xerox in connection with Motion for an Order 
Respecting Limited Disclosure of Certain Docu- 
ments, etc., from Attorney Gerald Sobol to Judge 
Newman, filed. 

Letter citing case as additional argument re Mo¬ 
tion for an Order Respecting Limited Disclosure, 
etc., from Attorney Rauchberg to Judge Newman, 
filed. 

SCM’s Reply Memorandum in Support of its 
Motion for the Appointment of a Special Master 
to Supen ise Discoverv, filed. 

Motion for One Month Extension of Time to 
Complete Response to Certain of PlaintifTs In- 
terrogatories with Affidavit of John L. Lee at- 
tached, filed by defendant. 

SCM’s Memorandum in Response to Xerox’s 
Motion of May 15, 1974 for a Further Extension 
of Time to Respond to SCM’s Interrogatories, 
filed. 

Defendant’s Motion for One Month Extension 
of Time to Complete Response to Certain of 
Plaintiffs’ Interrogatories, endorsed as follows: 
“Motion Granted on consideration of the papers.” 
Newman, J. M-5/21/74. Copies mailed. 

Notice to take Deposition of John H. Dessauer 
on July 8, 1974, filed by plaintiff. 

Notice to take Deposition of John H. Dessauer 
on July 8, 1974, filed by plaintiff. 

Notice to take Deposition of Lewis E. Walkup 
on August 5, 1974, filed by plaintiff. 


I 





'A17 


Complaint—Filed July 31 , 1973 . 


United States District Court 

FOR THE DISTRICT OF CONNECTICUT 


SCM CORPORATION, 

PlaintifF, 

agaiiut 

XEBOX CORPORATION, 

Defcndi. at. 


Civil No. 


COMPLAINT 
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Conij/laiuL 

INDEX TO COMPLATNT 

PACE 


Juriadiction, Winie and the Partics. 

1 


The Ultiniate Jn.jurious Effecta of Xerox’s Monop- 
oliatic and Auticompetitive Acta and Practices 

2 


SCM's Fiiwt ('mim: Kor Proapoctive Iiijunctive Re¬ 
lief Against Xerox’a Monopoliiation and Anti- 
competitive Acta and Practicoa Witli Resp(*ct to 
Plain Paper Oflice Copving. 

3 


Xerox’a Unlnwful Acquisition and Perpetuation 
of Control Ovor the Skill and Technology of 


% 

Plain Paper Office Copying and, Therefore, 
Over the Manufacture and Marketing of Plain 
Paper Office Copiera . 

3 


A. Xerox’s acąuiaitions of patents and teeh- 
nology frotn Hattellc, Ilorizons and othera, 
and ita control by 1001 of all the coinmcr- 
cially known means to prodncc plain paper 
Office copiera . 

1 


B. Xerox’a Battelle, Ilorizons and other acqui- 
eitiona and agreeincnts violate the anti- 
trust lawa. 

9 


C. Since 1961 Xerox han unlawfully niaintnined 
and enlarged its acquired monopoly power 
over the skill, technology, manufacture and 
marketing of plain paper offiee copiera .... 
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United States District Court 

FOR THE DISTRICT OF CONNECTICUT 


SCM CORPORATION, 

PlaintifT, 

again.it 

XEROX CORPORATION, 

Defcndant. 


COMPLAINT 

PlaintifT SCM Corporation (“SCM”), by its attorneys, 
for its complaint ngainst Xerox Corporation (“Xerox”), 
on knowledgo as to matters pertaining to itself and on 
information and beliof as to all othcr mattera, allegos: 

Jurisdiction, Venue and the Partie* 

1. This action concorns Xerox’s nnlawful monopo*iza- 
tion in violation of Section 2 of the Sherman Act (15 
1J.S.C. $ 2), of the skill and tcchnology of plain paper office 
copying, and therefore the manufaeture a«id marketing of 
plain paper office copiers. The monopoly was achieved and 
ia bcing inaintained by Xerox’s exclusionary exploitation 
of the skill and technology of plain paper office copying, 
huilt on a foundation of basie patents, dcvrlapment and 
improvement patents and confidentially-maintained know- 
bow accumulated by acquisition from others and through 
agreements with others. 

2. This action also concerns the unlawfulness of thosc 
acts and practices by Xerox under: 

(a) Section 1 of the Sherman Act (15 U.S.C. $1). 
which condcnins unreasonable restraints of trade or com- 
petition accomplished by contructs, agreements, conspira- 
cies or combinałions (whetlier or not Xerox lms concur- 
rently violated the anti-monopoly provisions of Section 2 
of the Sherman Act); and 

(b) Section 7 of the Clayton Act (15 U.S.C. $18), 
which condemns acquisitions having the probablc effect of 
suhstantinlly lesscning competition or lending to create 
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a monopoly in any linę of commerce (whether or not tlie 
ucquisitions eoncurrently violate either or both of Sections 
1 and 2 of thc Slierinan Act). 

3. Tlie acts nnd practiees of Xerox alleged in this com- 
plaint )iave Iwon committed in Interstate commerce and in 
American foreign connnerce. 

4. This court han jurisdiction of this action to ad- 
judioate SCM's clninis for injunctive and dnmage relief 
under Sections 4 and IG of the Clayton Act (15 U.S.C. 
$$ 15 and 26), that by reason of Xerox’a violations of the 
antitrust laws as alleged in this complaint, SCM has becn 
injured in its business or property and is continuing to 
suffer irreparable injury. 

5. Venue is properly in this District under Section 12 of 
the Clayton Act (15 U.S.C. $22), because Xerox is fouud 
and transacts business and its executive oflices are located 
within tlńs judicial district. 

G. Iłoth SCM and Xerox are corporations organized and 
existing under the laws of the State of New York. As 
morę fully alleged in this complaint, Xerox is engaged in 
the manufacture and marketing of plain paper ofliee 
copiers; and SCM is engaged in the manufacture and mar¬ 
keting of coated paper ofTice copiers and has attempted 
and is attempting to develop and market a plain paper 
officc copier. 

The Ultimatc Injurious Effects of Xerox’s Monopolistic 

and Anticompetitive Acts and Practiees 

7. The ultimatc injurious effects of Xerox’s acts and 
practiees alleged in this complaint have been and will be to: 

(a) restrain compititive research and development 
by SCM and others with rcspect to thc skill and technol- 
ogy of plain paper olTieo cop>nng; 

(b) prosom* tlie ennruious h*ad whieh Xerox pres- 
ently possesse^s in tlie skill and teclinology of plain paper 
oflice copying; 

(c) exelude or restrain SCM and other potential com- 
petitors from the manufacture and marketing of plain 
paper oflicc copiers; 
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(<1) maintnin Xerox's monopolistic position witli ro- 
spcct to plnin paper oflice copyinj?; nml 

(e) enablo Xerox to iiinintniii tlmt nionopoliNtic con- 
trol to extruct mononoply piofits. 

8. Unloss Xerox’s acts and practiccs allcRod in this 
complaint aro dcci a red to hc ajrainst public policy and 
Ulegał, and unloss thoy aro on.joinod and tlioir elTocts dis- 
sipatod and nullilicd during tlio pondoncy «f this aotion 
and pennanontly: 

(a) SCM and othors wlio aro attcinpting to contpote 
witli Xorox will continuo to ho irrcparahly injnrod hocanso 
of Xcrox s antiooni))otitivo and monopolistic acts and prac- 
ticos; 

(h) the Imndieds of thonsands of usors of plain 
l>apor oflice copiers (including stato and fodoral govern- 
niontul ngencics, husinoss and profossional orpanizations, 
and educational and charitahlo institutions) will ho do- 
privcd of thc hcncfits of conipotition and will continuo to 
hear thc hurdon of Xorox’s anticompotitivo and ntonop- 
olistic acts and practiccs; and 

(c) the public, including thc inillions of consumors 
throughout thc United States wlio dcal diroctly or indi- 
roctly with usors of plain paper ofłice copiers, will hoar 
the huijdons Xcrox prcsently imposes on sueh usors, and 
on SCM and othor companios nttempting to compoto with 
Xerox. 

SCM’s Fiest Ci.aim : Foa PnosrirTiYK I s.ju nctiyk 
Heueo Aoainst Xerox’s Mo.nopoi.izatio.n ano 
Axtioomoi;titivi: Acts ano Pruticks with Kr 
si*i:ct to 1’i-ai n F*a ri.it Okuck Corvi.No 

Xerox'» Unlawful Acquiiition and Pcrpetualion of CoiT.rol 
Over the Skill and Technology of Plain Paper Office 
Copying and, Therefore, Over the Manufacłure and 
Marketing of Plain Paper Office Copiera 

1’htin pa por ollico oojiiors aro iiiachinos whioh con- 
\onientl\ and oloanly pimliso oopios of doouuionts on 
plain or hond paper by elootrostntic inouus, and without 
tlio uso ot stonoils, otisot inastors or otlior motliods. 
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10. Generally, users nf oflice copiers strnngly prefer 
plain paper oflice copiers to contcd pn]>or oflice copiers 
(muchincs whieli makr copics on specially contcd and 
chemically trented paper) bcenuse of the lietter appear- 
ance, Wright, usenbility and otlirr advantageous fratures 
of plain or hond paper copics. 

11. At all tiines in tlir ilrraile from HHiO to 1970 (i.e., 
from tho time Xcrox introduerd its first plain paper oflice 
copier nntil IBM introduerd its first plain paper ollice 
copier), Xerox possessed a 100% market sliare of the 
businesses of manufacturing and marketing plain paper 
olficc copiers in the United States. During that period in 
the United States it was the only nmnufacturer and the 
only marketer of plain paper oflice copiers. Xerox's 
share of these markets sińce IHM's entry in 1970 has 
been and continues to be morę than 95%. 

12. As publicly expressed by its chief executive officer, 
the only "real competition” Xerox has faced with respect 
to plain paper oflice cojiiers has been “from IBM”. In 
1972, as he stnted, IBM's eompctitive impact on Xerox had 
been “very very smali’’. In 1973, ns he stated, that com- 
petitive impact continued to he “minimal”. These nnd 
other statements by him and otlier present and former 
Xerox ofhcials as alleged in this complaint, werc madę 
on Xerox's behalf, and sucli ollicials were authorized to 
make thern on Xerox’s behalf. 

13. In the decade in which Xerox had no plain paper 
oflice copier compctitor, its nnnual reeenues from all of 
its plain paper ollice eopying activities rosę from less 
than $1 million in 1900 to ubout $1.3 billion in 1970. Dur¬ 
ing that period its profits before taxes on such revenucs 
roso from less than $1 million in 1900 to about $400 mil¬ 
lion in 1970. 

14. Since 1970 (the year of lBM’s entry), Xerox’s nn- 
nnnl revenues nnd profits from it:- plain paper oflice copy- 
ing netivities havc continued to sonr. Its revennes rosę 
from ubout $1.3 billion in 1970 to morę than $1.5 billion in 
1971 nnd to morę than $1.9 billion in 1972. Its profits be¬ 
fore tnxcs roso from about $400 million in 1970 to about 
$450 million in 1971 to about $550 million in 1972. 
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15. Xerox’s totul protits bofore ta-v.es from its plain 
paper offico copying activitic*s in thc period 19G0-1972 
auiniintcd to morę tlian $2.7 liillion, of whieh about $1.7 
billion was eurncd in tbe period 19GO-1970, and of whieh 
about $1 billion was eartied during the two yenis of 1971 
and 1972. 

16. llero\’s monopoly willi res|)oct to plain pajier offiee 
copiers and its extiaordinary growth in rcycnues and 
profits is and bas been acliieved by its exclusionury ex- 
ploitation of the skill and tprhnology of plain paper offiee 
copying, whieh was bnilt on a foundation of basie patents, 
development and iniprovement patents and eonfidentially 
maintained know-how accunmlated by acquisition from 
others and through agreenicnts with others. 

A. Xerox’» acquiiitiona of patenti and technology from 
Battalle, Horizona, and othert, and its eon troi by 1961 
of all the commercially lenown meani to produce plain 
paper offiee copiers. 

17. Plain paper offiee copying owes its origin to the 
four basie Carlson patents, emhodying document copying 
by elcctrostatic means, issued between 1939 and 1944 and 
whieh cxpired between 1950 and 1901. 

18. In 1944, Battelle Memoriał Institute, Inc. or Battelle 
Development Corporation (both hereafter collectively re- 
ferred to as “Battelle”) entered into an agreement with 
Carlson to attempt commereialr/.ation of the four basie 
Carlson patents, and to engage in further research and 
development coneerning copying of documents by electro- 
static means. 

19. The copying of documents by elcctrostatic means 
(whether prodneing plain paper or eoated paper copies) is 
hereafter referred to as “xerogrnpliy", the natne given in 
194S by Battelle and sińce used by Xerox with respeet to 
that means of copying documents. Iii 194S, Xerox was 
known as the llnloid Company. Its name ^as ehanged to 
llnloid Xerox, Inc. in 19ÓS and to Xerox Corporation in 
1901. 

20. In 194S, Xerox and Battelle entered into an agree¬ 
ment under whieh Xerox obtuined a world-wide exclusive 
licensc with respeet to the four basie Carlson patents, 
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otlier Battelle dovelopment and improvement United States 
patents, and thoir nunierous foreign counterpnrts, al) in 
tlić field of xerography. Uiulcr tliat agreement Xerox also 
seeured tlić sole riglit to obtain exclusive world-wide 
licenses with respect to any patents thereafter issucd to or 
acquired by Battelle involving xerography. 

21. In 1956 Xerox and Battelle entered into anotlier 
agreement. Undcr tliat agrerment. Xerox acąuired exelu- 
sive ownership and control of nil of the skill and technology 
in the field of xerography wliieh Battelle had developed by 
tliat tirne and wliieh it has develope<l sińce tliat time. 

22. Under that agreement, as of January 1, 1956 Xerox 
purchased from Battelle the four basie Carlson patents; 
and as of January 1, 1959 it purchased from Battelle 645 
U.S. and foreign development nnd improvement patents 
and patent applications, alt in the field of xerography. 

23. The total consideration paid or conveyed to Battelle 
bv Xerox under the 1956 agreement (over the ten-year 
payout period ending April 1,1966 us specified in the agree¬ 
ment) for its aequisition of ownership of Battelle’s issued 
patents, patent applieatioos nnd other technology in the 
field of xcrograpiiv, was approxiinately $69 million, as 
valued by Xerox in 1966. 

24. In addition, under the 1956 agreement, Xerox was 
granted the option to acąuire exclusive ownership of all 
patents and know-liow in the field of xerography secured or 
deve!oped by Battelle :n every succeeiling year in which 
Xerox paid Battelle a specified annunl amount to sup- 
port its research in tlint field. In each of the 17 years 
sińce 1956, Xerox bas exercised tliat option by making the 
reąuired annunl payinents to Battelle, and has thereby 
acquired exclusive ownership of all sucli Battelle patents 
nnd know-how. 

25. After the execution of its 1956 agreement with 
Battelle. Xerox adopted and ever sińce has followed the 
poliey. as publicly expressed by its chief executivc otficer in 
1961, of “steadily strengthening l its J patent position.” 

26. During 1960, in implementing tliat poliey, Xerox 
entered into agreeinonts with Horizons, Inc. Horizons was 
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engaged in technologieul research in the field of xerog- 
rapliy. Xerox enterod into tliose agrecnients and beeame 
“associated witli Ilorizons booause’’, as publicly expressed 
by Xcrox’s chief exeentive officor in 19(51, Horizons “did 
sonie work independently in xerographv and had access to 
certain pntents tliat we [XeroxJ ultimately aequired.” 

r 

27. Undor those agrecnients witli Ilorizons, Xcrox pur- 
cliasod a nuinber of United States and foreign patents and 
patent applientions in the field of xcrography. 

28. Since 1900, Ilorizons lias engaged in research in the 
field of xerography for Xerox’s sole and exclusive benefit 
and use, in aecordanee witli the long-tenn research obliga- 
tions undertaken by it in the 1900 agreements with Xerox. 

29. In carrying out its continuing policy of “strength- 
ening its patent position,” Xerox also purchased xero- 
graphie patents froin otliers, including Walt Disney 1’ro- 
ductions and Heli & llowell. 

30. In adilition, it obtained aecess to other xerographic 
technology by cntering into agreements with others, includ¬ 
ing HCA, IBM, OE, Kalle, Azoplate, Keutfel & Esser and 
Bell & llowell, in which Xerox extended restricted xero- 
graphic patent licenses, but obtained in ezchange unre- 
Btrictęd grantback riglits with respect to zerographie pat¬ 
ents and technical infornmtion developed by such licensees. 
These agreements did not permit the licensees to use the 
patents in connection with plain pnper office copying. Thus, 
tbesc agreements continued Xerox’s ezclusion of others 
froin praetieing the skill and technology of plain paper 
office copying, while further enlarging Xerox’s ritrht to use 
newly deceloped xerographic patents and technical infor- 
ination in connection with its plain paper office copying 
activities. 

31. By Mareh of 1901 (in which year the last of the 
basie Cnrlson patents had expircd), Xerox had acquired 
ownership of 99S l’.S. and foreign deyelopment and im- 
provenient patents and patent applications in the field of 
xerogra»hy. Bv Marcli of 1903, it had acąnired ownership 
of 1293 such patents and patent applications. These patents 
and patent applications were, as Xerox stated in its pro- 
spcctuscs issued in April, 1901 and December, 1903, “of 
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materiał importance’’ to its xerographic business activities. 
Revenues from those activities had risen by 1963 to an 
anntial ainount in exceBB of $100 inillion from less tban 
$4 inillion in 1960. 

32. By virtue of its purchases and acąuisitions in the 
field of xerogrnphy of the fonr bnsic Carlson patents, the 
many Battelle and Horizons patents and patent applica- 
tions, otlier Battelle nnd Iforizons technology, ownership 
or nse of the patents and technology of others, and the 
exclnsive right to new Battelle and Horizons technology 
and patents to be deveioped in the futurę, by 1961 Xerox 
had obtained exclusive world-wide control over the skill 
and technology with respect to plain paper office copying. 

33. By 1961 and no later than 1963, Xerox had ac- 
ąuired, and recognized that it had acquired monopoly 
power which it would be in a position to exploit for the 
coming decades. 

(a) In 1961, as its chief executive officer publicly 
stated, Xerox, with Battelle “and perhaps others,” would 
be the ones kclping to make the decisions about “the kind 
of markets thcre will be ir. 1970 and 1980 throughout the 
world in the field of visual Communications." 

(b) Also by 1961, the year in which the last of the 
four basie Carlson patents had expired, Xerox’s continu- 
ing acąuisition of hundreds of patent applications and 
newly-issued developmcnt and iinprovemcnt patents had, 
as its chief executive officer publicly stated in that year, 
“thus re-estublished a powerful patent strncturp which 
affords [Xerox] protection almost equalling what it had 
during a period of basie patent coverage. ” (Kmphasis 
his.) 

(c) In 1963, as he publicly stated, Xorox had “rc- 
created” n “powerful” pntont structure which assured it 
“the right to go ahead with [its] own programs without 
much likclihood of bcing blocked”, and which .eąuired 
others who desired to seek “tliis particulur pnth” to “trend 
[this pnth] with us.” 

(d) Later that year and in early 1964, Xerox dc- 
tennined not to permit SCM to tread that path when, as 
morę fully nlleged helów, it refused SCM’s reąnests for a 
patent license with respect to plain paper ofiicc copiers. 
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34. 'At all tirnes sińce 19(J0, Xerox's market position 
lias been a conseąucncc of its patcnts and tecbnical know- 
how. 

(a) As exprcssly admitted by Xerox in i ta Answor 
to the coinplaint against it by the Federal Trade Com- 
rnission, a priniary factor contributing to its proscnt mar¬ 
ket position is “patents issoed by the United States Gov- 
ernment”. 

(b) The nbility cf Ilank-Xe rox (morę fully de- 
scribed below) sińce 1902 to inanufacture and sell xero- 
grapliic copying eąuipment, as Xcrox also admitted in 
tliat Answer, “bas at all tirnes been and continues to be 
attributablc to tlie patcnts and technieal know-how con- 
tributcd by Xerox.” Xerox’s own nbility to manufacture 
and sell such eąuipment has at all tirnes been and con¬ 
tinues to l>e attributable to the same factors. 

Xero* • Battclle, Horizons and other acquiiitioni and 
agreements violate the antitruat lawa. 

35. Nothing containcd in the Patent Act provides anti- 
trust immunity to Xerox with res|)ect to the methods em- 
ployed by Xerox (acąuisitions and exclusive and other 
agreements) to jtcrfect and maintain an econotnic tnonop- 
°ly ovcr the manufacture and marketing of plain paper 
office copiers. 

36. Even if all the patcnts involved were validly issued, 
Xorox's aggregation by ineans of mąuisitions and 
agreements of thousands of patcnts, patent applications 
and other technologieal assets to produee economic mo- 
nopoly power ovcr the manufacture and marketing of plain 
paper otlice copiers cannot avoid the prohibitions of: 

(a) Sections 1 or 2 of the Khcrman Act, condemn- 
ing acąuisition ugreements und other agreements which 
have the elfect of unreasonnbly restrnining trade or com- 
petition or the effcct of perfccting or maintaining a mo- 
noply in any part of commeree; or 

(b) Section 7 of the Clnyton Act, condemning asset 
acąuisitions, including ucąuisitions of pntents, which have 
the probable HTect of substnntially lessening compctition 
or tending to create u monopoly in any linę of commeree. 
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37. On the indisputable facts so far alleged, Xerox’a 
acquisitions and ngreementa have reaulted in the pro- 
KCiilwd elTccta nnd conetitute \iolations of each of those 
prorisiona ot' tlu* untitmat lawa. 

C. Since 1961 Xerox ha* unUwfully maintained and en- 
larged ita acquired monopoly power ovtr the akill, łach- 
nology, manufacture and marketing of plain paper 
office copien. 

38. By reuson of its Battelle, HorizonB and other ac- 
quiaitions nnd ngreementa, Xerox had acquired by 1961 
and no later than 1963 (na a matter of objective fact and 
by ita own ndiniaaiona), the monopolista power to regi¬ 
ment the entire plain paper office copying business; to per- 
petunte its control over tliat entire business long after the 
basie patents had expired; aystematically to funnel the 
fruits of invention of an entire technological field of en- 
deavor into its own handa; to auppreaa and restrain any 
potentinl or actunl competition in the manufacture and 
marketing of plain pnper office copiera; and to perfect 
and enlargc an industrial monopoly with respect to such 
businesaes. 

39. Since 1961 Xerox has engaged in various acta and 
practicea as nllogcd below which have had the effects of 
maintaining and inereasing the aize and the acope of ita 
unlawful monopoly with respect to the akill, technolog) - , 
manufacture and marketing of plain paper office copiera. 

40. Whether or not those acts nnd practicea werc moti- 
vated, in whole or in part, to anticipute and meet inereasing 
demunds for jduin pnper office copiers, nevertheloas, under 
Section 2 of the Shermnn Act they had, nnd continue to 
have the unlawful effects of suppressing, forecloaing nnd 
restraining competition nnd of maintuining and inereasing 
the size and Bcope of Xcrox’s monopoly. 

41. llernuse the Battelle, Horizona nnd other acquisi- 
tions nnd agreements thcmselves erectcd a great barrier 
to the possihility of any competition, the effect of Xerox’s 
acts and practicea sińce 19GI has been to add additional 
harriers agninst competitive entry and to suppress, fore- 
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close and restrain corn])Ctition witli resjtect to On* inanu- 
facture and marketing of plain paper office copiers and the 
deeelopment l»v others of tln* siali and technology neces- 
sary to engage in those hnsincsscs. 

42. Aa morę fully alleged below in paragraphs 43 to 142, 
the aets and practices of Xcrox, whicli, sińce 19C1, liavo liad 
the monopoliatic and anticompetitire effects previouslv 
deseribed, inchide: 

(a) its continuing accumulation and use of xero- 
graphio patents and teclinology dcveloped by othcrs, and 
ita continuing realization of the bencfits of exclusivc and 
restrictive agrccmonts with others entercd into prior and 
subacqucnt to 1961; 

(b) its constant cxpansion of research and dcvelop- 
mcnt activities in the field of zerography carried on in- 
ternally and by othera pursuant to oxclusive agrcements, 
to the point where, as it atnted in 1973, Xerox presently 
“continues to apend hundreds of millions of dollars for 
research and devcloi)ment on zerography”; 

(c) its roquirement that ita many thousands of 
research, scientific and tcchnieul personnel agree not to 
engage in any activitios in the field of xerography for a 
period of two years after termination for any reason of 
their employment with Xerox; 

(d) its exciusive use of its skill and technology (the 
foundation of which was acquired from Hattelle, Horizons 
and others) to generate additional patents; to produce new 
and improved plain paper ofiice copiers in anticipation of 
futurę market demands; and to produce a broad product 
linę of plain paper office copiers; 

(e) its exclusive use of that skill and technology as 
an underlying factor in its constant eipansion of its manu- 
faeturing and marketing facilitios in nnticipation of in- 
creasing prosent and futurę market demands for plain 
paper ofiice copiers; 

(f) its unwillingness on any basis until late 1970 and 
eurly 1971 to otTor or grant patent licenses to SCM or any- 
one else with respect to the manufacture of pluin paper 
ofiiee copiers; 

(g) its illusory ofTers, front an economie, cont]iet- 
itive and technologienl stnndpoint, in late 1970 and 1971 to 
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SOM and otliers, of patent licenses on certain restrieted 
tenns and conditions with respect to three of the patent! 
it liad aequirod froni Battelle; and the like character of 
the patent ''ecnse offors madę recently by Xerox in 1973 
to SCM and otliers with res]iect to those three patents, 
and a fonrth which it had aequired from Horizons; 

vh) its use in its own plain paper office copiers of 
the inventions claimed in only a smali fraction of its morę 
thnn 17tK) United States patents; with the halance of those 
patents having the effect of “hloeking patents” prevent- 
ing otliers from “designing around” the few patents 
Xerox does use, thereby providing Xerox with a powerful 
patent thicket against xerographic innovation and develop- 
ment by anyone else; 

(i) its refusal to identify the patents it claims to 
use in eaeli of its plain paper office copiers despitc its under- 
taking to do so as contained on legenda affized to those 
copiers (“Mnnufactured Under One or Morę U.S. Patents 
Owned or Controlled by Xerox Corporation—List Sup- 
plied on Request”), having the effect of preventing others 
from detennining which aspects of Xerox’s copiers are in 
the public domain, and which aspects Xerox claims are not 
in the public domain; 

(j) its threats of patent infringe.nent suits against 
potential competitors, including SCM, with respect to 
plain paper office copiers, and the manner in which those 
threats have bcen madę and carried out; and 

(k) in concert and combination with the Rank 
Orgnni.sntion, Rank-Xerox, Fuji 1’hoto Film and Fuji- 
Xcrox, through anticompetitive agreements among them, 
and in restraint of American interstate and foreign com- 
merce, its establishment and perpetuation of world-wide 
control over the skill and technology of plain paper office 
copying and a world-wide dhision of territories with re¬ 
spect to the manufacture and marketing of plain paper 
office copiers. 

1. The Monopolittic and Anticompctitive Effect* of 
Xerox'i Re*e*—:h and Dcvelopment Activitiea Relating 
to Plain Paper Office Copying. 

43. From 1948 until 195G (in which period Xcrox entered 
into the Battelle license, acquisition and exclusivc research 
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agreemcnts) Xerox carried on rclatively little xerographic 
research and developincnt, and instead relied primnrily on 
Battelle for those activities. Xerox's total expcnditure8 
for research and development in all fields of technological 
endoavor during the eight years of 1948 to 1955 (wlien it 
was cngaged primarily in non-xerographic business ac- 
tivities) oinounted to about $4.5 inillion or about an annual 
average of under $G()0,000. 

44. During the fivo years from 1956 through 1960, 
althougb Xerox increased its expenditures for xero- 
graphic research and development, it continued to rely 
on Battelle and others. Exc!nding research sponsored and 
paid for by the federal governinent and others, but in- 
duding payrnents to Battelle, Xerox’s total expenditures 
for xerographie research and deveiopment rosę froin about 
$1 million in 1956 to about $3 inillion in I9G0. 

45. Since 1961, on the foundation of the patented and 
unpntentcd skill and technology acrjuired froin Battelle, 
Homons and others, and its exclusionary exploitation of 
the only known commercial nieans to inanufacture plain 
piper Office copiers, Xerox’s annual expenditures for 
x*rographic research and developnient carried on intern- 
aliy sjid in conjunction with others pursuant to agreements, 
have risen to enorinous dollar proportions. 

46. Total expcnditures by Xerox for all of its research 
and development activitics during the five-year period froin 
19G1 to 1965 (which according to statenientB issued on its 
bchalf were primarily related to xerography) continued to 
rise, reaching an annual amount in 1965 (the last year of 
the ten-year payout period under the Battelle 1956 agree- 
ment) of $38 million. 

47. Since 1965 its annunl expenditures for research and 
development in all fields (which have related primarily to 
plain pnper officc copiers and xerograpby) rosę even morę 
shnrply. In 19GG such expenditures ainounted to about 
$53 million; they steadily rosę until in 1972 tliey reached 
about $132 million. During the 1966-1972 period such 
expenditures by Xerox totalled ul»out $581 million. 
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48. In 1973, Xerox’s prcscnt annunl spcnding for xero- 
grnphic research nnd development, as Xerox bas atatcd 
in its Aiiswcr to tbe complaint of thc Kc<lcral Trade Com- 
mission, amonnts to “hnndrcds ot' millions of dollars.” 

49. Xcro.\'s annunl expenditures in 1972 nnd 1973 for 
research nnd dcvelopnient nic greater than thc total an- 
nunl opcrating rccentics produced by nny other compnny, 
exccpt om*, from tln* mnnufactun* and marketing of any 
type of ollice copicr. 

60. Xerox’s ability to cnrry on and fund its research 
and development activitics sińce 19G1 is and has been a 
rcsnlt of thc grent inerenses in its total oporating rcvenues 
from its plnin pnper otTicc copying businesses. Those re- 
senreh and dcvclopnu*nt cxp< ndituros have never cxcceded 
10% of Xcrnx’s consolidat(*d opernting rcvcnucs. Since 
19GG, Xerox’s research nnd decelopment expenditures have 
declined from abont 7% to a prcscnt expenditure in 1972 
nnd 1973 of less tlmn 5.5% of its nnnual Consolidated oper- 
ating revenues. 

51. The nnmbcr of Xerox employees engaged in re¬ 
search nnd development activities bns risen from 29 in 
1950 to 270 in 19G0 to a present nnmbcr in excess of 4,000. 
In addition, sińce 19G1 Xorox has had, and presently has, 
agreements with many others who are not its employees 
and who have bcen and are engaged for Xerox’s sole benefit 
in resenreh and devcl<>pment relating to plain paper oflfice 
copying nnd xerographv. 

52. Xerox bas reąuired tliat each of its many thou- 
sands of research, seicntific nnd technicnl personncl agree 
in writing as follows: 

“Kor thc period of two years following termination 
of [my] cmployment [bv Xerox Corporation] for nny 
renson. I will not independcntly engage in xerography 
or, dircctly or indircctly, serce or ndvise in xerog- 
rnpliy or be eniploycd in xerogrnphy by any indi- 
ridiiid. firm or Corporation.” 

53. The effeets of tlmse cNclusionary agreements have 
boon and are to restrnin thc individuals involved fro.a 
pursiiing tlieir liv«*liJioods clsewhcre in their field of ex- 
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perience; to prevent poteritial coinpolitors from compet- 
ing for tlieir lawful services; to lock many of them into 
permanent emplo\Tnent with Xerox; to protect Xerox’s 
control over the skill and teelinology of p!ain papor office 
copying and xerographv by insuring that Xcrox alone 
will obtain the use and benefit of tlioir skills and tnlents; 
and tliercby to further suppress and restrain competition 
with respect to tlie development of the skill and tech- 
nology of plain papor office copying, and in tum the 
manufacture and marketing of plain paper office copiers. 

54. The patents gerierated by Xerox’s researcli and de- 
velopment activities, internally and in conjunction with 
others pursuant to agreemont, as an addition to the pat¬ 
ent* acquirod from Battelle, Ilorizons and others, have 
resultod in Xerox’s ownorship or control of moro tlian 1700 
United States patents, of which prosently nbout 1200 are 
unexpired, and its anpiisition of ownorship or control of 
many thousanda of foroign patents relating to xerography. 
In addition, Xerox owns or Controls morę tlian 200 pending 
applications for United States patents and nnmerous pend¬ 
ing applications for foreign patents in the field of xerog- 
raphy. 

55. Xerox has thus continued and is continuing to im- 
plement its policies, publicly exprcssed in 10G1, of steadily 
strengthening its patent position, of reestablishing patent 
coverage to the excliision of oikc-rs and of securing the sole 
use of technological advances in xerography which have 
been madę as the result of its own resenrch and that of 
others. 

56. The vast majority of the issued xerographic patents 
owned or controlled by Xerox are not, and have not been, 
nsed by Xerox in the manufacture of its plain paper office 
copiers, and have tlie efTeet of “blocking patents” restrain- 
ing entry into plain paper office copying by others. When 
use or non-use of a patent is referred to in tliis complaint, 
it rneans the nse or non-use of the inveiition claimed and 
covered in such patent. 

57. Another efTeet of Xerox’s xerographic research and 
other patent actmties sińce 1061, as an addition to tlie 
“powerful patent structurc” it liatl ncąuired by that time, 
has been to inerease the difficulty and expense to nny po- 
tentiul competitor of designing nroiind Xerox's inereasiug 
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number of patents. Another effect bas been to nmke it in- 
creasingly diffieult for anyone to undertake the expenae, 
efTort and risk of challenging tli«? ralidity of any of those 
pa tent r in protrneted patent infringement litigation, which 
Xerox promist-d SCM and others would ensue if they 
attempted to manufacture plain paper Office copiers. 

58. A fnrtber effect of Xerox’s perpetuation sińce 1961 
of it8 aecpi.ied monopoly power over tbe skill and technol¬ 
og.' - of plain pnper office eopying has been Xerox'g ability 
to deterniinc tbe pace and direction of scientific inquiry 
and endeavor in tbe field of xerography, in large part 
free from thc influence of competitive efforts of other*, 

59. Still another effect sińce 1961 of Xerox’s research 
and other pntent activities bas been to increase further 
Xerox's present and futurę tocbnological lead over any 
potential eompetitor. a teclmological lead which it initially 
possessed by 1961 as a result of its Battelle, Horizons and 
other acquisitiong and agreeinents. The even greater tech- 
nological lead which Xerox now possesseg bas the ef¬ 
fect of suppressing, forecloaing and restraining competi- 
tion because any potential eompetitor must eonsider the 
risk that by the time its product reaches the marketplare 
that product might be competitively ohsolete. 

60. Xerox recognizes that elear effect 

(a) Tn 1971, as stated in that year by its chief ex- 
ecutive officer, Xerox's research and development was net 
concentrated on tne nflioe copiers of the present, but on 
those new or improved ; Tice copiers Xerox would be tnanu- 
facturing an<l marketing five years hencc. 

(b) Presently, as stated by Xerox’s 1’resident on 
May 24, 1973, Xcrox expects that witliin the next two 
years alone it “will be annotmring or introducing as many 
as 12 to 15 new products”. seceral of which are “major 
. . . additionn! second-goneralion xerographic devices. M 

2. The Monopoliłtic and Anticompetitive Effect* of 
Xerox’i Expan*ion of it* Product Linę and of it* Manu- 
facturing, Scrvice and Marketing Facilitie* and of it* 
Peraonnel. 

61. Base . on the pnteuted and nnpatented skill and tech- 
nology nc.juired from Battelle, Horizons and others and 
its exclusionary cxploitation of the only known commercial 
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means to manufacturo plain paper office copiers and, on 
that foundation its research and developmcnt activities, 
Xerox has greatly eipandod its product lino of pluin paper 
office copiors. 

62. Xerox presently manufacturcs and inarkets a broad 
product linę of plain paper office copiers for medium and 
high monthly usage. According to Xerox, medium usage 
involves from 3000 to 20,000 copies per month, and high 
usage involvcs in excess of 20.000 copies per month. 
Xerox's broad product linę includes plain paper office 
copiers which operate at Iow, medium and high copying 
speeds ranging from 330 copies per hour to 3600 copies 
per hour. 

63. In 1960, Xerox introduced its first plain paper office 
copier, the Model 914. It is u console model machinę willi 
a speed of 420 copies per hour. It copies documents and 
books without reąuiring the original to be fed into the ma¬ 
chinę. (Sucłi copiers are termed “book copiers. ”) After 
its introduction in 1900, tłu* 914 gained immcdiate and 
widespread user acceptance. Xerox presently continues 
to market the 914, and with its now relatively Iow copying 
speed, it is operated for medium monthly usage. 

64. In late 1963, Xciox introduced its Model 813. a tnble 
top machinę which was, as Xerox stated, “dcsigned for 
lower volume applications and as a supplement to existing 
914 Copier installations.” It makes copies ut the rato of 
330 per hour. It cannot make copies from books beeauce the 
document to be copied nnist be fed into the machinę. As did 
the 914, the 813 gained immcdiate and widespread user 
acceptance after its introduction. Xerox presently con¬ 
tinues to market the 813 model. 

65. Xerox , s marketing of the 914 and the 813 was re- 
sponsible for most of Xerox's plain paper office copier 
revenues during the period bctween 1900 and 1900. 

66. Ali or most of the patentu used in mnnufacturing 
Xerox’s Modols 914 and 813 w<>re ohtumed by Xerox frorn 
Battcdle, llorizons or otliers. One of the patents acquired 
from Battelle (the Bixby ’!HM! relnting to the selcnium 
photoconductor) is a koy patent used by Xerox in nil of 
its plain paper office copier models. 
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67. SCM docs not know (for the reasona alleged in 
paragrapha 121-123 below), tho fuli extent to which Xerox 
uaea otLer patenta obtainod from Battelle, Horizons or 
othcra in thoae of ita modela introduced ainee 1965. For 
the same reasona, SCM does not know the extent to which 
Xerox uses patents generated by its own internal research 
and development in those of ita modela introduced sińce 
1965. 

68. In 1966 Xerox introduced ita Model 720 and in 1972 
ita Model 1000, improved veraiona of the 914. Tn 1966, it 
introduced ita Model 660, ati iinproved veraion of the 813. 
Tliesp five modela, colleetirely ealled “firat generation 
copiera" by Xerox, are all atill inarketed by Xerox ioday. 

69. Since 1965 Xerox haa introduced and marketed other 
typea of plain paper Office copiera (aome of whieh it lina 
ealled “copier-duplicatora,” and others of which it hua 
ealled “aecond generation copiera”), poaaeaaing increaaed 
capabilitiea. 

70. In 1965, Xerox introduced its Model 2400, a larger 
machinę than those in the 914 and 813 families, and with a 
apeed of 2400 copiea per hour. Subaequently iinproved 
veraiona of the 2400 were introduced by Xerox and are :ta 
Modela 3<i00-l and 3600-1! I, which havo apeeds of 3<KK) 
copiea per hour, and the Model 7000, which haa the same 
apeed and which cnn make copiea at fuli size or at several 
aelectcd reduced sizea. Theae are the modela Xerox hns 
ealled "copier-duplicatora.” Thcy were dosigned for high 
inonthly usage and have become Xerox’s biggest reyenue 
producers. 

71. In 1971, Xerox began the introduction of what it 
terma “aecond generation copiera,’’ that is, cojiiers with 
advnneed featnres not fonnd on other Xerox copiera, and 
which were the conaerjnence of research and developinent 
initinted sevcral yeara hefore. Xerox’a “aecond genera¬ 
tion copiera,’’ of which so far tliere are three (tlie Modela 
4000, 3100 and 6500) are the result of Xerox'a policy, aa 
its chief exccutive oflicer boasted in 1971, to concentrate 
its serographie rescnrcli and deeelopinent netieities at any 
jiarticular linie on tlie olhce copiera of flve ycars hence. 

72. In 1971, Xerox begnn marketing its Model 4000, 
which it has described as an advanced book copier with 
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a speed of 2700 copics por liour. 1 ts features ineludu auto- 
matic copying on both sidcs of the paper mul pushlntton 
selection of eitlier of Iwo si/.us of copy paper. 

73. In April, 1973, Xerox announced tln* introduction of 
its Model 3100, a mobilu plain paper officc copicr with a 
copying speed of 1200 per liour, dosigned for medium 
montldy usage. 

74. The Model 3100 “is eipectcd”, us a Xerox vioe-prosi- 
dent has publicly stated, “to liecotne one of our biggest 
revenue producers tliroughout” the decade of the 19708. 
Xerox anticipates that for medium vo!ume usage, tłu* 3100 
ultiraately will replace its 6G0, 720 and 914 units, and sonie 
of its 1000 units. 

75. In May, 1973, Xorox announced the introduction of 
the third of its “socond generation copiers," its Model 
6500. The 6500 took ftve years to develop, at a cost to 
Xerox of about $40 million. The 0500 is a oolor copier, 
employing electrostatic means and able to make copies in 
8even colors. 

76. Th r » achievement by Xerox of its present broad prod- 
uct linę of plain paper office copiers, and its expanding 
technological lead, was the result of the patenta and 
technology it initially acquired from Battellc, Horizons 
and others, and, with that foundation, its exclusionary 
exploitation of the skill and technology involved to pro- 
duce additional patunts and technology. 

77. As Xerox itNelf stated in 1973, the ubility to inanu- 
facture and sol! its xerographic equipmcnt has at all times 
been and continues to be attributable to its patunts and 
technical knowhow; and that a primary factor to which it 
owca its present market position is “patents issued by the 
United States Qovernment.” 

78. To the liinited extent sińce 1970 that IBM and a 
few others liave attumpted entry into the businesses of inan- 
ufacturing and murketing plain papu- office copiers, no 
one has a product linę in any wuy comparable or com- 
petitive to the broad product linę Xcrox presently possesses 
nnd is continuing to expnnd. 
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79. Xerox’a nnmatehed broad product linę and its eon- 
tinuing nbility nnd expreasions of intont to expnnd that 
linę, crcate gronter barriora to entry nnd incrcascd diffi- 
eulties in competing; nnd thercfore have the effeet of 
mnintaining nnd enlarging Xerox’a monopoly and re- 
straining competition with reapect to the manufncture and 
marketing of plain paper offiee eopiers. 

80. Since 19(51, in necordance with the policy aunounced 
ty ita chief executive offieer in that ycar, Xerox has con- 
aistently anlicipated nnd met the inereaaing demanda for 
plain paper ofłice copiera by aubatantially inereaaing ita 
manufacturing, marketing, servicc nnd othe- facilitiea, and 
by aubatantially inereaaing the munber of it? peraonnel 
engaged in tlioae activitiea. The extpnt of thai activity was 
premiaed on the facta thnt for the decade until 1970 it was 
the sole manufacturer of plain paper offiee copiera and 
that it romained the aolc manufacturer becauae of its ex- 
clusive control of the akill and technology involved. 

81. Xerox haa always marketed ita plain paper offiee 
copiera direc.tly to usera through ita own field aales and 
aervice organuation. 

(a) Between 1961 and 1970 that organization Ln- 
creaaed froin 25 major aales officea to 145 major aales of- 
fice8 in principal citiea throughout the United States and 
Canada, and with resident representation in many addi- 
tional citiea. 

(b) Between 1961 and 1970 its field Btaff inereased 
from approxiinately 700 to approximately 10,0(X) aaleamen, 
aervicemen and other technieal peraonnel. 

(c) Since 1970 the nuniber of Xerox’a major salce 
officea and aales, servicc and technieal peraonnel haa in¬ 
ereased even further. 

82. As n reault of Xerox‘s acquisition nnd accumuiution 
of patents nnd technieal know how in the field of xerog- 
raphy, of its exclusionary esploitation of that skill and 
technology, and of wideapread cuatomer neeeptanee of ita 
plain paper offiee copier producta, aince 1961 Xerox has 
greatly expnnded its product linę, ita manufacturing, 
marketing and serviec facilitiea nnd ataffa and the volume 
of its plain paper oflice copier IniaineBsea. 
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83. Xerox lms thereby heroinę a niulti-billion dollar 
business organization boeing the advantages ot new rnanu- 
facturing unii marketing facilities, of highly developed 
customer oonneetions, and of skillcd and experienced per- 
■onuel. 1 bono adcantagcs must be faced by any actual or 
potential coinjwtitor, and aro themsehes groat barriers to 
cornpetition and competitivc ontry. 

84. In Xerox’s prcsent liands, those advantages bavo the 
unia w ful cfTeots of restraining actual und potential competi. 
tion, and of niaintaining and onlarging Xerox’s tnonopo- 
listic position. Wbotber or not Xerox’s acts in expanding 
its produot lino, faoilities, stnfTs and business woro moti- 
vatc*d in whole or in part to satisfy increasing market de- 
mands for plain paper office copiers, neyerthelesR those 
acta are unlawful bocause tbey havo produced those 
monopolistic and antieompetitive ofTeots. 

3. Xerox'ł Unwillingnai* Between 1961 and 1970 to Crant 

Patent Licentei With Re.poci to Plain Paper Office 

Copying and Its Threatt and Policy of Patent Enforce- 

ment. 

8. r ). In 19G3 and 19G4, SCM requested orally and in 
writing tliat Xerox grant patent lieenses to SCM relating 
to the manufacture of plain paper office copiers. Those 
requests were conmiunicated on SCM’s behalf by its Patent 
Administrator to Xerox’s Chairman of the Hoard, and to 
the head of Xerox’s Patent Department. SCM also re- 
ąuested patent lieenses on Xerox’s liquid toner patents 
which Xerox acquired from Horizons. 

8fi. Ali of SCM's reąuests were refused. 

87. During orał conversations with SCM’s Patent Ad¬ 
ministrator which occurred during the 19G2-19G4 period 
(whieb also related to patent aspects of SCM’s manufacture 
of its first model of a coated paper office eopier), the head 
of Xerox’s Patent Department stated tliat Xerox had 
adopted a poliey agninst olfering any pntent lieenses with 
respect to plain paper office copiers which woulil allow 
competi tion with XeroxV plain paper office eopier. Ile also 
stated tliat any attempt to design around any Xerox 
patents should Iw ntteinpted with the utmost care sińce 
sonie very important patent ctiiins apjwar ‘‘in some 

c 
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strangc plnces” nmong the approximately 2Ó0 issued pat¬ 
entu which lic said Xerox owned at tliat tiine. 

88. Puring tliose Ranie coiivorsntions, an assistant to the 
head of Xcrox's Patent Department stated in his superior’s 
presence to SCM's Patent Administrator, that Xerox was 
unwilling to advise SCM lmw and why SCM’s coated paper 
otliee copier violated any of Xerox's putents. Ile explained 
that snęli informntion miglit enable SCM to “design 
around" any jmtent claims which Xcrox miglit identify as 
allegedly being infringed. 

89. In accordance with its policy as thus described to 
SCM, in the ten years between 1901 and 1970 Xerox did not 
license, and was unwilling to conRider granting any licenses 
to any potential plain paper office copier eonipetitor with 
respect to any of its pntents insofnr as they related to the 
mannfaeture of plain paper ollice copiers. 

90. As morę fully alleged in paragraph 141, in 19G0 
Xerox rcąuired and eoereed Rank-Xerox and Savin to 
cancel their agreement under which ltank-Xerox had ex- 
tended in its territory a patent license to Savin with respect 
to plain paper otliee eopying. 

91. Also, in arordance with its policies to prerent others 
from obtaining aeeess to patenteil xerogr ‘pbic technology 
for plain paper otliee eopying and to obtain for Xerox the 
use of snęli technology as inny havc been patented by 
others, sińce PICI Xerox bas entered into or rnaintnincd in 
force various rcstrietive patent license agreements with 
many eompanies nnder which in all instances the lieenRees 
were not extended a license permitting the use of the pat¬ 
ents in pluin paper office eopying. 

(a) Cnder some of tliose agreements a number of 
eompanies. inclnding SCM, were granted the right on a 
roynlty basis to use xoiography in the munufaeture and 
marketing of coated paper or coated paper office copiers. 

(b) Others of tliose agreements (with eompanies 
inclnding RPA, I li Al, UK, Kalle. A/.oplutc, KenlTcl Ksser 
and Bell & llowell) contnined grautbaek provisions which 
bave given Xerox the unrestricted right to use xerographic 
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patentti and teehnieal Information dcveloped by thc li- 
censees involved. 

92. By words and deeds, sińce 1961 Xerox has thrcatenod 
patent infringement litigution against others wlio might 
mamifacture a plain paper oflice copier. The words in- 
cluded those expresscd to SCM: and those expressed by 
Xerox’« chief executive offieer in 1963 wlien he stated that, 
in tlie light of Xerox’s patent position, anyonc who desired 
to seek the patii of manufaeturing plain paper office copiers 
had to tread that patii with Xerox. Xerox’s words that it 
would vigorouslv enforce its strong patent position against 
any potontial manufneturer of plain paper office copiers 
were supported sińce 1961 by the exeeution of its poliey of 
“strengthening its patent position” by amassing and secur- 
ing many hundreds of additional patents, most of whicli nre 
not used by Xerox in its own copiers but which have the 
effect of blocking others. 

93. Xerox’s direct and implied threats of vigorous pat¬ 
ent enforcement with respect to plain paper oflice copiers 
have had a chilling effect in restraining potential competi- 
tion. Those threats were not u lawful exercise of patent 
rights, but an element in Xerox’s overall inonopolization 
of the skill und teehnology of plain paper oflice eopying, 
and therefore, its monopolization of the manufacture and 
marketing of plain paper oflice copiers. Those threats were 
an additiona! ychicle by which Xerox perpetuated and en- 
larged its monopoly, and warned every potential compctitor 
that it would be smother«d with litigution if it attempted 
to develop and market any plain paper office copier. 

94. In 1970 wlien IBM introduced its first plain paper 
office copier, and in 1972 when Litton introduced its plain 
paper office copier, Xerox coinmenced and has sińce main- 
tained burdensome patent infringement actions against 
them. 

9,'). On April$^1970, IBM anuounceit and introduced its 
IBM Copier I. That plain paper office copier has a speed 
of 600 copies per hour and was designed primnrily for 
medium monthly usage and to compete with Xerox’s “first 
generation" copiers. 


L 
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96. On the samo day, Xorox commenced a federal action 
apainst IBM alleging that the TBM Copier I infringed 
twenty-two of Xerox’B Tnited States patents. Shortly 
thereafter, Xerox amended ita coinplaint to reduce the num- 
ber of allogedly infringed patents to eleven. 

97. The continuing direct importance of the patenta 
acąuired under the Bnttelle agreement fourteen years be- 
fore. is shown in tliat action. Seven of the twenty-two, and 
■ f o u r^if the eleven of those allogedly infringed patents, or 
the patent applieations on whieh they issued, had been pur- 
chased by Xerox from Battelle under the terma of their 
1956 agreement. 

98. The Xerox-IBM patent litigation continuea to be 
pending and lina been broadened by IBM to include an at- 
taek by it against the \alidity and enforceability of tlie 
patents involved. The litigation has already involved very 
subŁtnntial effortR by the personnel and attorneyB for each 
of the partiea and expenae in the millions of dollara. 
Althongh the Court in whieh that litigation is pending has 
directedYoruplction of pretrial diacovery proceedings with 
the greate.' - poesible expedition, it ia likely that finał deter- 
mination of ihnt action after trial and appeal ia many years 
distant. 

99. While IBM poasessea the resources to contest 
Xerox in patent litigation of that type over a protracted 
time and to muke the enormous investment and commit- 
ment to challenge Xerox in the mnrkotplare during the 
pendency of that litigation with its attendant risks, fcw 
others have been or are nble to follow the same oourse of 
action. 

100. In April, 1972, Xerox commenced a patent in- 
fringement action against Litton Industries regarding Lit¬ 
ton’s plain paper ofliee copier, the Royal Bond Copier. 
Xerox claimed that Litton infringed three of its patents, 
two of whieh were pnrchnaed by Xerox from Bnttelle. 
Also, two of nose three patents aro not uaed by Xerox 
in any of its plain paper oflice eopiera. 

101. Xerox's threats of patent litigation, and its ful- 
fillment of tliose threats as constitnting additional bar- 
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riers against competitive entry is also shown (a) by ita 
pcnding patent litigation against IBM in Canada and by 
Rank-Xerox's pending patent litigation in the United 
Kingdom and France against companies in the Gestetner 
group, all concerning plain paper office copying and all 
moro fully describod in paragraphs 13!) and 140 below; 
and (b) Xerox’s pending patent litigation against Den¬ 
nison Manufacturing Co., Nasliua Corporation and Saxon 
Business Products and by its previous patent actions in the 
early sixties against SCM and Addressograph-Multigraph 
Corp., all concerning coated puper office copying by 
xerographic means. 

102. Since SCM is prcscntly Attempting tiie dcvelop- 
ment and marketing of a plain paper office copier, it can 
reasonably anticipate tliat any attempt to manufacture or 
market such a copier will be met with burdcnsome and pro- 
tracted patent litigation with Xerox. Such potential litiga¬ 
tion constitutes anothcr harrier against the ahility to make 
and maintain coinpetitive entry against Xerox. 

4. The Illutory Naturę of Xerox’§ Offer» in 1970 to Grant 

Licenses ai to Three, and in 1973 at to Four of lt» 

Patenta Inaofar aa They Relate to Plain Paper Office 

Copying. 

103. In late 1909 the Federal Trade Commission com- 
menced an investigntion of Xerox concerning its patent, 
marketing and other activities relating to plain paper 
office copying and xerography. 

104. In 1970, Xerox announced an ofTer to grant patent 
licenses with respect to three of its patents relating to plain 
paper office copying and xerography. 

105. The announcement created only the illusion of 
Xerox’s willingness to permit others to gain acccss to the 
skill and technology of plain paper office copying in order 
to compete. In fact, from a technological, economic and 
comjietitive standpoint, the grant of such licenses would 
not produce tliat effcct. 

106. In early 1971, Xerox offered to SCM (and told 
SCM it was offering to oUicrs), a “standard” license 
agreement with respect to each of three U.S. |iatents: the 
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Walkup ’814, issued in 1958 (expiring in 1975) on an ap- 
plieation filed in 194''; the Rixby ’90f>. isRued in 1961 (ex- 
piring in 197S) on an applicntion filed in 1953; and the 
Middleton-Reynold’s issued in 1964 (expiring in 1981) 
on an application filed in 1952. 

107. Thoae tliree patcnts, or the patent applications on 
which they were issued, wcre purchased by Xerox froin 
Buttelle under the 1956 agreement. They embody old 
tcchnology, as to which .\erox possessed exelnsive control 
for about twenty years nntil first offered by it for license 
in 1970 and 1971. 

108. Xerox bas not used either the Middleton-Reynolds 
*000 patent or the Walkup N14 patent in any of its plain 
paper offiee copiers. It has nsed the Bixby ’906 as alleged 
in paragruph 66. 

109. The “standard” license agreement tendered by 
Xerox to S('M in 1971 mjuired a royalty ratę of 6% per 
patent on sales of plain paper offiee copiers having a copy- 
ing speed of up to 750 eopies per hour (which is glower 
than the copying speed of Xerox’s Modela 1000, 24(X), 3100, 
3600-1, 3000-III, -ICKłO and 7(KK1) uml 12% per patent on 
sales of offiee copiers hnving higher speeda. 

110. Aport froni the 1973 color copier model 6500, the 
copying speed of 750 eopies per hour is slower than the 
speed of every one of the six new models introduced and 
marketed by Xerox sińce 1967, and which presetitly are, in 
the aggregate, its biggest revenue producera. 

111. If SCM, or anyone else to whoin the licenscs were 
offered, acecpted and used one, two or tliree of the tendered 
license agreements, it would be mpiired to pay n royalty 
ratę of 6% or 127c or 18% on sales of copiers having a 
speed of up to 750 eopies )>er hour, and 12% or 24% or 
36% on sales of copiers liaving higher speeda. 

112. SCM did not nccept, and no one else accepted any 
of the licenses offered by Xerox. 

(a) Acceptanee of Xerox’s offers would not have 
allowed the manufacture of plain paper offiee copiers free 


i 
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from the threat of onerous patent litigation based on '* - 
many other patents in Xerox’s patent armory. 

(b) Even if tbe n.se of tlie old technology embodied 
in the three patents for which lieenses were ofTered would 
permit the tnanufacture of a plain paper ofiice copier, a 
liccnsee would face the probability that stieh a copier would 
be rompetitively obsolete by the tiine it reacbed the market- 
plaee in view of the technological leud wliich Xerox then 
possessed and was expanding; the iinproved and advanced 
modela wliich Xerox is presently marketing; and the new 
modela whicli Xerox hus promised in the near futurę. 

(c) The unreasonably high royalty rates for each 
of the patents or the patents collectively, and the anti- 
coinpetitive royalty hurden lor copiers with a speed in 
excess of 750 copies, constituted further anticompetitive 
restraints. 

113. While it i6 essential that Xerox grant lieenses 
(whether royalty-free or on reasonable royalty terms) to 
SCM and others with respeet to its morę than 1200 un- 
expired United States patents and thousands of foreign 
patents, even morę is reąuired to create fuli and fair 
competitive conditions in the light of Xerox’s cxisting 
technological lead (to which its chief executive ofticer re- 
ferred in 1971) and the hundreds of millions of dollurs 
which Xerox itself says it is presently spending for re- 
search and developinent relating to xerogruphy. Access 
by competitors to Xerox’s ongoing research and develop- 
mcnt, and licensing with respeet to patents issued on 
presently pending applications, is also necessary until sueh 
time as Xerox’s wrongfully acijuired technologicul lead has 
been eliminated. 

114. Even if the licensing of the three patents ofTered 
to SCM in 1971 would have permitted the uiunufacture and 
marketing of a plain puper oflice copier, it came at least 
eight years too late froin a competitive or cconornic stund- 
point. 

115. By reason of the facts and circumstances alleged in 
this complaint concerning Xerox’s exdusionary expluitation 
of the skill and technology involved in plain paper Office 
copying and its attempts to preserve that position, its of- 
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fering in 1971 to SCM and others of patent licenses with 
respect to thrce of its relatieely soon-to-expire patents was 
ouly a gesture ercatiug an illusion of willingness to share 
its plain paper ofiice copying technology. 

116. In December, 1972, the Fedcral Trnde Commission 
servcd notiee of a proposcd complaint against Xerox, and 
in January, 1973 served such a complaint against Xerox. 
The Commission charged that Xcrox han violated Section 
5 of the Federal Trnde Commission Act by reason of its 
patent, marketing and other activities in the field of lerog- 
raphy. 

117. In April, 1973, Xerox olTered to SCM and others 
a new liccnse with respect to the Walkup '814, Bixby '906 
and Middlcton-Reynolda ’(K« patents (the same patents 
which were the subject matter of the license offers mado 
in 1971) for nse in the nianufaeture of plain paper office 
coi)iers. The terms olTered were less onerous than those 
offered in 1970. 

118. Xerox offered to license those patents (for the 
rclatively few years rcmaining on their unexpired terms) 
at a royalty ratę of 3% per patent on sales of plain paper 
office copiers and with no limitation or additional royalty 
ratę regarding eopying speed. Xerox also offered SCM 
and others a license with respect to the Mayer '884 patent 
for use in connection with the nianufaeture of plain pnper 
office copiers at a royalty ratę of 1% on sales. ’I he under- 
lying application was acquired from Horizons. The patent 
was issued in 1972, on an application filed nineteen years 
earlier in 1953. 

119. Tn addition. Xerox offered SCM and otlu-rs the 
four patents as a single packagc at an unspeeified royalty 
ratę “less than” the eumulative ratę of 10%. 

120. Xerox’s new licensing policy has several of the 
sanie infirmities as its preeious license offers, inoluding 
Inek of proteetion against the many other patents in 
Xerox’s armory, and the potcntial market obsoleseence of 
nny use of the offered patents which ombody old technol- 
ogy. Although the royalty tale Ims becn redticed (but re- 
mains unreasonable and burdcnsoine), and although the 
double royalty ratę with respect to plain paper office cop- 
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iers having a speed in excess of 750 eopies per hour lias 
been climinated, the new offer comes with two years added 
to Xero.\‘s technologicnl leail, and with two years less to 
run before those patents reach the end of their 17-year 
terms. 

121. In response to Xerox’s 1973 written offer to license 
four patents and its expressed willingness to supply fur- 
ther Information eoncerning the license offer, SCM in 
April, 1973 wrote to Xerox to obtain further information, 
including inquiry as to which of its patents Xerox uses in 
each of its plain paper ollice copiers. That letter re- 
ferred to the legend placed by Xerox on its plain paper 
Office copiers. On that legend, Xerox offered, “on reąuest,” 
to supply a list of the patents owned or controlled by 
Xerox which are used in the copier, as alleged in subpara- 
graph 42(i) above. 

122. In response to SCM's letter, Xerox refused to 
identify any of the patents it claims to use in any of its 
models, claiming that its all-ged policy of supplying such 
information had been discontinued sonie time ago. 

123. The effect of Xerox’s refusal to supply that in¬ 
formation is to burden tlie right of others to determine 
which aspects of its copiers Xerox claims are not in the 
public domain and which aspects Xerox itself concedes are 
in the public domain. 

124. Xerox’s new licensing policy with respect to the 
four patents involved is rnerely a second instance of at- 
tempting to create an illusion of willingness to permit 
others to gain aceess to its skill and technology. 

B. Xerox’» Perpetuation of it* World-Wide Control Over 
the Skill, Technology, Manufacture and Marketing of 
Plain Paper Office Copier* by Agreement* with Third 
Partie* in Unlawful Rełtraint and Monopolization of 
American Interitate and Foreign Commerce. 

125. Since 1950, by agreements and in concert and combi- 
nation with third pnrties, Xerox has maintained and per- 
petuated world-wide control over the skill and technology 
involved in the manufacture of plain paper office copiers. 
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TIip foundation of such world-wide control was the United 
Stute* and foreign patents and the technical know-liow 
ac(|uircd by Xrrox from liattelle, Horizons and ntliers. As 
a lesult, Xerox, in concert and coiuhination witli third 
parties, lian maintained a world-wide monopoly over the 
manufacture nnd marketing of plain paper office copiers 
throughout the world, from which, apart from its domestic 
profit*, it hus realized hundrcds of millions of dollars of 
additional profits. 

126. Xerox’s world-wide monopoly in concert and combi- 
nation with others over the skill and technology with respect 
to plain paper office copiers hns suppressed and rcstrained 
American interstate and foreign trade and commerce. Po- 
tential American competitors ineluding SCM (which, in 
other countries, markets coated paper office copiers rnanu- 
factnred in the United States), have heen restrained from 
manufacturing plain paper office copiers in the United 
States for export and marketing in foreign countries. 
Potential American competitorH have also heen rcstrained 
from inaking investments for the manufacture and mar- 
keting of plain paper office copiers in foreign countries. 

127. Ia 1956, Xcrox and The Rank Organisation, Limited 
(“Rank, Ltd.”), a United Kingdom Corporation, by agree- 
ment organized Rank-Xerox, Limited, anothcr United 
Kingdom Corporation. Rank-Xerox was organized ini- 
tially to develop xerography coinmercially in all countries 
of the world except the United States and Canada. Fifty 
per cent of Rank-Xerox's voting securities were issued to 
Xerox in return for: 

(a) an assignment or exclusive license by Xerox to 
Rank-Xerox of its xerographic patents and patent applica- 
tions issued and filed outside of the United States and 
Cnnada; 

(b) an agreement by Xerox to assign or exclu- 
sirely liccnse to Rnnk-Xerox such xerographic patents nnd 
patent applications issued nr filed outside the United States 
und Canada as Xerox inight subsequently ohtain or acquire; 

(c) other technical informution an<i know how con- 
ti iluited by Xerox to Rank-Xerox relating to xerogrnphy; 
and 
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(d) cash Capital contributions to Itank-Xerox by 

Xerox. 

12S. The other 30% of Rank-Xerox's voting securities 
were issued to Rank, Ltd., and its afliliates, in return for 
cash cnpital contributions by tliem. 

129. Xorox and Rank, Ltd. each owned 50% of the 
voting securities of Rank-Xerox frorn 1950 until Deceinber 
1909. At that latter time, Xerox and Rank, Ltd. entered 
into an ugreement under which Xerox acquired from Rank 
an additional 1% of Rank-Xerox’s voting securities. Xerox 
thereby acąuired voting control of Rank Xerox. 

130. Fuji-Xerox, Ltd. is n Japanese Corporation and 
was organized in 1900 by Rank Xerox and Fuji Photo Film 
Co., Ltd. of Japnn. Since 1900, Fuji-Xerox bas developed 
xerographic United States and foreign patents and other 
technicnl Information which it bas liconsed to Xerox and 
Rank-Xerox under agrceinents with tliem, and as morę 
fully alleged below, in accordance witli their world-wide 
division of territories. 

131. Pursuant to the agreements nmde in 1956 and sińce 
that time among Xerox, Rank, Ltd., Rank-Xerox, Fuji 
Photo and Fuji-Xerox, those five separate corporate entities 
have by concert and agreement, inaintnined and perpetu- 
ated exclusive control over the skilf and technology of plain 
papiT ofTice copiers throughout the world through their 
ownership and control of patent rights, and the assignment 
of those rights among themselres. 

132. Between 1950 and 1965, most of the foreign patents 
involved, or the applications on which putents subsequently 
issued, were aequired by Xerox from Battelle, Horizons 
and others, and in turn assigned or licensed by Xerox to 
Rank-Xerox and ultimately to Fuji-Xerox. 

133. Pursuant to the rarious agreements among the 
pnrties coneerned, sińce 1960 Rank-Xerox, and sińce 1962 
Fuji-Xero.\ have manufactured and rnarkcted plain paper 
ofłieo copiers in rarious countries of the world as allocated 
to tliem under patent rights in those countries. 
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134. In 1972, Rank-Xerox had revenues from ita xero- 
graphic business octmtiea totalling about 268 million 
pouuds ($700 million), on which it hnd pre-tax profits of 
about 106 million pounds ($275 million). Fuji-Xerox’a 
revenues and profit* from its xerographic business activi- 
ties are not presently known to SCM. 

135. Since 1956, the world haa been divided among 
Xerox, Rank-Xerox and Fuji-Xerox >vith respect to pat- 
ented and unpatented skill and technology of plain paper 
office copiers owned or controlled by them and thereby the 
manufacture and marketing of auch copiera. 

(a) Since 1956, at the time of .ta agreement with 
Battelle, Xerox haa retained exclu8ive ownerahip of all ita 
United Statea and Canadian patenta and patent applica- 
tiona. 

(b) Since 1956, by assignment or excluaive licenae 
from Xerox, Rank-Xerox haa possessed the aole and exclu- 
aive riglita to Xerox’a patenta and patent applicationa iB- 
sued an<l filed in the various countriea in Europę and 
Africa; from 1956 to 1904 it posaeaaed auch righta in Cen¬ 
tral America and South America; and from 1956 to 1960 
it possesaed auch righta in Asia and the Western Pacific. 

(c) In 1964. Xerox reacquired from Rank-Xerox 
the sole and excluaive righta to Xorox’s patenta and patent 
applicationa iaaued and filed in Central America nnd South 
America by trading those righta for monetary and other 
consideration conveycd to Rank-Xerox. 

(d) Since 1960, by asaignment or exclusivc licenae 
from Xerox to Rank-Xerox and in turn by assignment or 
exclnaive license from Rank-Xerox to it, nnd hy owneraliip 
of ita own patenta, Fuji-Xerox bas poasesaed the sole and 
exclusivc righta to Xerox'a and its own patenta nnd patent 
applicationa issued and filed in varioua countriea through- 
out Asia nnd the Western Pacific. 

136. The result of the territorial division of the world 
with reapect to the use of pntents nnd patent npplientions 
haa been to creato nml perpetunte for eacli of the coin- 
panies involved a monopoly over the manufacture and 
marketing of plain paper office copiers with respect to 
each of the countriea in which it haa owned or controlled 
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the patents nn<l patent applications issued and filed in that 
country. Xerox, Rank-Xerox and Fuji-Xcrox have each 
restrictod i ta marketing of plain paper office copiers to its 
assigncd territories. 

137. Rank-Xerox’s ability to inanufacture and sell xero- 
graphic eąuipment, as Xerox asserted in 1073, “has at all 
times been and continues to be attribntable to the patents 
and teclinologieul know-how contributed by Xerox.” 

138. Xerox’s contribution of patents and teehnical know- 
how to Rank-Xerox and to Fuji-Xerox eonstituted Ameri¬ 
can foreign commerce. That contribution has eonstituted 
the export by an American Corporation of American-owned 
technologieal assots to foreign Corporation* under various 
agreements entered into sińce 1056. 

139. As part of Xcrox’s monopolisation of the skill and 
technology of plain paper Office copying throughout the 
world, and as part of its program of threatening and rnain- 
taining patent litigation morę fully aileged in paragraphs 
92-100 above, Xerox has instituted, and there is pending, 
patent infringement litigation ngainst 1RM in Cnnuda with 
respect to IBM’s plain paper copiers. 

140. As part of that world-wide monopolisation of the 
skill and technology of plain paper office copying, and as 
part of that program concerning patent litigation, in con- 
cert and combination with Xerox, Uank-Xorox m 1973 insti¬ 
tuted patent infringement proceedings in the United King- 
dom and in France against compnnies in the (Jestetner 
group concerning the (Jestetner FB 12 plain paper office 
copier. 

141. As part of that world-wide monopolisation of the 
skill and technology of plain paper office copying, as a con- 
dition for granting Savin Business Machines Corp. a United 
States patent license with respect to eoated paper office 
copying by xcrogrnphic inenns, Xerox retjui re«l Savin and 
Rank-Xerox to caneel n patent license whieli Rank-Xerox 
bad preciously granted in its territory to Savin with re- 
s])ect to plain paper office copying. 

142. Xerox bas created and is mnintaining by agrer ment 
and in combination and concert with others a world-wide 


I 




A54 

Complaint. 


34 

c&rtelization of the *kill and technology involved in plain 
paper office copying, and thereby a world-wide cartolization 
of the manufacture and marketing of plain jraper office 
copiera. Such -world-wide cartelization ha* been and ia be- 
ing nurtured by Xerox aa a deliberate policy, for ita own 
profit, to exdude and )mving the effect of excluding com- 
petition with reapect to plain paper office copiers through- 
out the world in restraint of American interatate and for- 
eign commeroe. 

Relief ud Proceedingt With Reipect to SCM’t Firtt CUim. 

143. To the extent appropriate under FRCP Rule 56, 
or after tria], the Court ahould declare that Xerox’a acta 
and practices alleged in this First Claim are illcgal and 
against public policy and that 

(a) they violate Section 2 of the Sherman Act in¬ 
dependently of any other violation of law; 

(b) to the extent they involve any contracts, 
agreements, combinations or concerted action with any 
third parties, or any effects thereof, they violate Section 1 
of the Sherman Act independently of any other violation 
of law; and 

(c) to the extent they involve any agreements re- 
lating to acquiBitions of patents, patent applications, tech- 
nical information, other assets, or stock, or any effect* 
thereof, they constitute a yiolation of Section 7 of the 
Clayton Act independently of any other violation of law. 

144. After adjudieation of Xerox's violations of law, 
and after consideration of the present and prospective 
effects of such violntions, the Court should fashion and 
grant the necessary and appropriate remidial injunctive 
relief so that: 

(a) compctition with respect to the skill, tech¬ 
nology, mnnufacture and marketing of plain paper ofliee 
copiera in American intorstate and foreign commerce will 
be pried open and established; 

(b) SCM and other* will be afforded a fuli and fair 
opportunity to compete at the research, manufacturing 
and marketing levels; 
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(c) users of plain paper oflice copiers and the 
public will have the benefits of fuli and fair competition 
at eaeh of tlioso lerels; and 

(d) the [>resent and prospective efTeeta of Xerox’s 
monopolistic position an<l anticompetitive aets and prac- 
tices will be effectively and permanently eliminated. 

145. The remedial injunctive relief reątiired to achieve 
those objectives must nocesaarily be fashioned and granted 
in light of tłie faets as they exist after the adjudieation 
of Xerox’.s violntions of law. Because of the continuing 
and prospective irrepnrable injury to SC.M, other poten- 
tial and actual eompetitors, users, and the public and be- 
cause of the enormous potential growth in dernand whieh 
lies ahead for plain paper ofTtee eopying (which Xerox itself 
bas foreeast), pretrial proceedings; summary or trial ad- 
judication of Xerox's \iolations of law and SCM\s prayer 
for preliininnry in,junctive relief; and tlien trial adjudica- 
tion of the pernmnent relief to be granted with respect to 
this First Claim, should be expedited to the iuaxiinutn ex- 
tent possible. 

A. Permancnt Relief 

146. At the time of the adjudieation of relief in this ac- 
tion, assurning the present and prospective effects alleged 
in this complaint eontinue to exist, permancnt injunctive 
relief should be granted along the lines set forth in para- 
graphs 147 to 157, 159 and the second sentcnce of para- 
graph 160. 

147. First, Xerox should be required to divest itself of 
all of its reseureh, patents, technieal and munufaeturing 
facilities and assets in the field of xerography. It should 
be reąuired to oreate two or morę wholiy separate and 
independent eompanies, properly staffed and fmaneed, to 
own and operate those facilities and assets as they may be 
appropriately divided. Thereufter, such new research and 
manufaeturing eompanies (collectively referred to as the 
“New Manufaeturing Compunies”) would carry on those 
activitie» in the field of icrography. 

148. The creation of two or morę sueh new manufac- 
turing compunies is necessary sińce the monolithic and 
monopolistic character at the research and manufaeturing 
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levela, and the effocta of Xerox’B anti-competitive acta and 
practicea at thoae levcla, will remain, or tend to remain for 
a much longer period if only a single new manufacturing 
company were created. 

149. The creation of the New Manufacturing Companiea 
will producc competition between or among them at the 
reaearc.h and manufacturing level8 and morę speedily 
negnte the effecta of Xerox’a preaent poaition and acta at 
thoae levela. 

150. For the aame reaaons at the marketing and aervice 
levela, Xerox’a preaent marketing and aervice facilitiea, 
aaaeta and marketing and service personnel in the field of 
xerography ahould aerve aa the foundation for two or morę 
wholly independent marketing and aervice companiea (eol- 
lectively referred to as the “New Marketing Companiea ’), 
which Xerox ahould be reąuired to create. They ahould 
be properly ataffed and financed, to own and operate thoae 
faeilities and asaets as may be most appropriately divided. 
The New Marketing Companiea ahould be enjoined, as may 
be appropriate, from engaging in any anticompetitive 
marketing practicea. 

151. Second, the New Manufacturing Companiea ahould 
be reąuired for a period of ten yeara: 

(a) on a royalty-free baais (or on a non-discrimina- 
tory reasonable roynlty basis if the Court so determines), 
to grant to SCM and other potcntial and actual corapeti- 
tors and umong themselvea, non-excluaive licensea to prac- 
tice for the life of each patent, all of the claima contained 
in the United States and foreign patonta and patent nppli- 
cations owned or controlled by them during that period; 

(b) o a reasonable basis to furnish SCM and other 
potential an<l uctual competitors with other technical in- 
forination and assistance with respcct to the manufacture 
of plain pnper oflicc copiers as may be necossary and rea- 
sonnbly reąuested; 

(c) on a reasonable method of allocation as deter- 
mined by the Court, to make available for sale to ąualified 
marketers, as the Court determines, the various modela of 
plain pnper office copiers, and replaceinent parts, which 
they manufacture; and 
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(d) to make tfcose salos at reasonable prices based 
on a formula as detcrinined by the Court whieh provides 
the New Manufacturing Companies with a reasonable profit 
in relation to cost. 

152. Third, the New Manufacturing Companies shoubl 
be enjoined for a period of ten years from engaging in any 
marketing activities with rospect to plain paper office 
copiers other than those deseribed in subparagraphs 151 (c) 
and (d). 

153. Fourth, the New Marketing Companies should be 
enjoined for a period of ten years with respect to plain 
Paper ofiiee copiers from engaging in any researcb or manu¬ 
facturing; and for a period of at least fivo years from ex- 
panding any of Xerox's present marketing and service 
facilities and the present number of its personnel engaged 
in those activities. 

154. Fifth, all agreements by Xerox with any third 
parties whieh are presently in effect, under wliich Xerox 
obtains or possesses the right to obtain patents, patent 
applications or teehnical information in the field of xerog- 
raphy, should be declared illegal and of no further force 
and effect. The New Manufacturing Companies should be 
enjoined for a period of ten years from entering into any 
exclusive agreement with any third party, under whieh such 
new companies would obtain exclusive ownership or control 
over any such assets or rights. 

155. Sixth, all agreements by Xerox with Rank Xerox, 
Puji-Xerox and any of their subsidiaries or affiliates, under 
whieh the rights to foreign patents and patent applications 
have been or will be licensed or assigned, should be de¬ 
clared illegal and of no further force and effect. The New 
Manufacturing Companies should be enjoined for a period 
of ten years from entering into any agreement with those 
companies under whieh they obtain any exclusive rights 
with respect to any foreign patents or patent applications, 
or any teehnical information or assistance. 

156. Seventh, Xerox should be reąuired to divest itself 
of any stock ownership or interest in Rank-Xerox, Fuji- 
Xerox and any of their subsidiaries and aflilintes. The New 
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Manufacturing Companies and the New Marketing Com¬ 
panies should each be enjoined for a period of ten years 
from acquiriug in whole or in part the stock of any otlier 
company engaged in activities involving the skill, tech¬ 
nolog} - , manufacture or marketing of plain paper Office 
copiers, or from acquiring any other company’s assets 
which are involvcd in, or related to, those activities. The 
sale of any of their assets or stock to any other company 
so engaged should likcwdse he enjoined for that period. 

157. Eighth, the agreements described in paragraphs 
42(c), 53 and 54 concerning post-employment restrictions 
against engaging in the field of xerography, should be 
declared unlawful, of no further force and effect and 
permanently enjoined. 

158. The effects of such remedial relief will be: 

(a) to enable the New Manufacturing Companies 
to continue Xerox’s research and manufacturing at present 
levels and to permit the expansion of its activities and 
facilities in a competitive atmosphere so that continuing 
and increasing demands for existing and new improved 
Office copiers can be competitively satisfied during the time 
needed for SCM and others to develop competitive re- 
8earch and manufacturing facilities; 

(b) initially to create competition in the marketing 
of plain paper Office copiers, bringing the benefits of price 
competition and other forms of marketing competition to 
users and the public; 

(c) to afford SCM and others a fair opportunity to 
develop sufficient market shares which will stimulate com¬ 
petition nnd justify substantial investmcnt by SCM and 
others in research and manufacturing facilities and 
activities; 

(d) ultinmtely nnd permanently to eliininate the 
technolngical lead with respect to plain paper office copiers 
and xerography which Xerox possesses; 

(e) ultinmtely and permanently to eliminate the 
effects of Xerox’s monopolistic position and its anticom- 
petitive ncts and praetices with respect to plain paper office 
copiers; and 
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(f) ultimately and permanently to produce fuli and 
fair cornpetition in American interstate and foreign com- 
merce with respect to: 

(i) the skill, technology and rnanufacturing of 
plain paper office copiers; and 

(ii) the marketing and service of such copiers. 

159. The Court sliould retain continuing jurisdiction 
after entry of judgment. It can then make such other and 
appropriate modifications or amendments to its judgment 
as may be required or are appropriate based on post- 
judginent facts, to achiere those objectivcs and to creatc 
fuli and effective competition in the rnanufacture, market¬ 
ing and service of plain paper office copiers in American 
interstate and foreign comtnerce. 

B. Preliminary Relief During the Pendency of Thie Action. 

160. During the pendency of tliis action, Xerox sliould be 
enjoined from threatening, instituting or maintaining any 
patent infringement action or claim against SCM with 
respect to SCM’s prcsent and futurę efforts to develop 
and market plain paper office copiers. The New Manufac- 
turing Companies should be similarly enjoined perma- 
nently, except to the extent that SCM does not accept any 
patent licenses offered by such new companies on terms 
and conditions decreed by this Court. 

161. During the pendency of this action Xerox should 
be en joined or stayed from threatening, instituting or main¬ 
taining any other action or claim which might impede 
SCM’s present and futurę efforts with respect to plain 
paper office copiers, or which might delay the finał adjudi- 
cation of this First Claim. 

162. During the pendency of this action Xerox should be 
mandatorily enjoined to grant SCM a license with respect 
to all the United States patcnts and patent applications 
it owns or Controls. Upon adjudication of this First Claim, 
it should be determined (in aecordance with subparagrnph 
151 (a) above) whether such license should be royalty-free 
or whether it should bear a reasonable royalty ratę; and 
whether and to what extent any royalty ratę decreed by 
the Court should be applied retroactively. 
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163. During the pendency of thia action, Xerox should 
bp enjoined against enforcing or attcmpting to enforce the 
agreements described in paragraphs 42(c), 53 and 54 con- 
cerning post-employment rcstrictions against engaging in 
the field of xerography. 

164. The injunctive relief during the pendency of thia 
action described in paragraphs 160 to 163 above should be 
granted because of the continuing irreparahle injury in- 
flicted by Xerox’s acts and practices on SCM, other 
potential competitors of Xerox, users of plain paper 
Office copiers and the public generally; and the likeli- 
hood that SCM will ultirnately estahlish the violations of 
law and their effects as alleged in thia First Claim. 

165. Such injunctive relief during the pendency of this 
action should be granted so that effective first steps can be 
taken promptly to pry open and to begin to establish fuli 
and fair competition in the skill, technology, manufacture 
and marketing of plain paper office copiers. 

SCM ’s Second Claim : For Trf.dle Da mag es 

SCM’t Damages by Reason of Xerox’s Unlawful Monopoliia- 
tion and Acts and Practices in Restraint of Competition 
with Respect to the Skill and Technology, and Therefore 
the Manufacture and Marketing, of Plain Paper Office 
Copiers. 

166. The allegations contained in paragraphs 9 to 142 
of the First Claim are repeated and re-alleged. 

167. Xerox’s continuing monopoli/.ation, exclusive con- 
trol and acts and practices in restraint of competition with 
rcspect to the skill and technology of plain paper office 
copying in violation of the antitrust laws, caused damage 
to SCM because they effccted high barriers against entry 
and restrained SCM in American interstate and foreign 
commerce: 

(a) from manufacturing and marketing plain paper 
office copiers; 

(b) from engaging in related business aetivities 
such as the rendering of sernice and the sale of supplies for 
plain paper office copiers; and 
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(c) from earning profits from the cooduct of such 
business activities. 

168. By reason thereof, as presently estimated by it, 
SCM has been damaged, in the amount of at least $145 
million; and SCM shall continuc to be damaged in an 
amount not presently known until such tiine as the eiTects 
of Xerox’s unlawful acts and practices involved łiave been 
nullified. 

169. Under 15 U.S.C. $ 15, SCM is «*ntitl«*cl to threefold 
the amount of at least $145 million; together with three¬ 
fold the damages sufTered by it (in an amount not presently 
known) from tliis timc until the nullification of the effects 
of Xerox’s unlawful acts and practices; and together with 
the eosts of rccovering all of such damages in this action, 
including reasonable attorneys’ fces. 

Proceedingt with respect to SCM’* Second Claim 

170. Pretrial and trial proeeedings with respect to this 
Second Claim, and with respect to any counterclaiins which 
may be advaneed by Xorox as a litigation response to 
SCM's institution of this action, should be held in abeyance 
or stayed until adjudication of tbe First Claim, for the 
reasons set fortb in paragraph 145 and for the following 
reasons: 

(a) The questions raised by the First Claim, which 
is solely for injunctive relief, are of even greater moment 
and urgency to SCM and the public than the nonetheless 
serious ąuestion of the amount of substantial damages 
heretofore sufTered by SCM. The adjudication of the First 
Claim will dntermine to what extent, and the inanner in 
which, SCM and others will be able to engage in plain 
paper offiee copying during the next decadc and thereafter; 
and whether, and to what oxtent, users of offiee copiers and 
the public generally may secure the benefits of coinpetition 
in connection with plain paper offiee copying. 

(b) It is reasonable to anticipate that if the Fed 
eral Tracie Cominission in its pending action against 
Xerox is ultimately successful in securing injunctive relief 
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against tlie actB and practiccs of Xero\, tlie enforcement 
of sueh relief, after Xerox lian exhausted all of its rights 
of appeal, is many yearB distant, even if those proceed- 
ings are expeditiou8lv pursucd. 

(c) Xerox’s chief executive officer has charac- 
terized those Commission proccedings as a “nuisance.” 
He has promised that Xerox “will fight every aspect” of 
the case and that it is determincd in the Commission pro- 
ceedings to prove the lawfulness of all of its acts and prac- 
tices, not only in defense of itself but in defense of the 
American patent system. He said that Xerox is not 
“changing anything’’ about the way it does business be- 
cause of the Commission’s allegations. Moreover, Xerox 
contends in its Answcr that the Commission’s claims of 
monopolization are not cognizable under Section 5(a) of 
the Fedcral Trade Commission Act, the provision of law 
which the Commission alleges Xerox has violated. Another 
Xerox official has stated that “We do not believe the Fed- 
eral Trade Commission is the appropriate forum for the 
resolution of the problems of multi-national corporations.” 

(d) Prior adjudication of the illegality or legality 
of Xerox’s acts and practices allcged in the First Claim, 
will siinplify and reduce the scope and extent of pretrial 
and trial proceedings with respect to SCM’s Second Claim 
for damages, because of the adjudication of the scope and 
extent of the illegality of Xerox’s acts and practices and 
the possible climination of some issucs. 

(e) The scope and extent of pretrial discorery pro¬ 
ceedings carried on by the parties with respect to SCM's 
First Claim will be substantially less tlian those with re¬ 
spect to -SCWs Second Claim. SCM’s Second Claim 
covers, in addition to all matters covered by its First ( laim, 
the consequent monetary effects on SCM’s business over 
a long period of time. Contempornneous and other pro¬ 
ceedings with respect to SCM’s Second Claim would in- 
eyitably produce protracted deluy in the adjudication of 
SCM’s First Claim, and impose a substantial additional 
litigution bnrden on the parties. 
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SCM’8 Thiiid Ci-aim: For Declaratoby, In- 
junotive and Damaoe Relief With Respect 
TO THE Middleton-Ri.ynoijih ’00(i Patent 

171. On Fobruary 11, 1964, United States Patent No. 
3,121,006, entitled “Plioto-Active Mernbor for Xerography” 
(thc Middleton-Reynolds ’00G patent), was issued. Xerox 
aeąuired ownership of that patent under its 1966 agree¬ 
ment with Rattelle. 


The 1968 and 1964 Licentc Agreement* Betwecn Xerox 
and SCM as to Coated Paper and Coated Paper Office 
Copiert. 

172. On June 3, 1968 SCM and Xcrox entered into a 
patent license agreement in whieh, for specified royalties, 
and subject to a field-of-u.se restriction lirniting the license 
to coated paper for use in coated papcr oflice copiers, 
Xerox granted nn express license to SCM with respect to 
the Middleton-Reynolds '006 patent und an itnplied license 
as to other Xerox patents necessary to SCM’s restricted 
use of the ’006 license rights. 

173. Siniultaneously with thc exeeution of the June 3, 
1968 agreement, a prior patent license agreement of April 
6, 1964 betwcen SCM and Xerox was terminated. Under 
that April 6, 1964 agreement, for specified royalties and 
subject to a fie!d-of-use restriction lirniting the license to 
coated paper and coated paper oflice copiers, Xerox 
granted a license to SCM with respect to all of its Western 
Hemisphere patents, one of which was the Middleton-Rey¬ 
nolds '006 patent. 

1<4. On or ahout May 26, 1971, SCM gave notice in writ- 
ing of its cancellation of the June 3, 1968 agreement. Until 
that time, SCM had paid royalties to Xerox under the 
April 6, 196-1 and June 3, 1968 agrcements in thc total 
amount of $639,192.62. 

175. It is Xerox’s cluim that the direct electrostatic 
method employing zinc oxide as a photoconductor, used 
sińce 1962 in the manufaeture of coated paper oflice copiers 
and coated pap»r marketed by SCM, infringed the Middle- 
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ton-RevnoldB ’006 patent; and that absent a license from 
Xerox, such infringement violateB Xerox’s patent rights 
entitling it to injunctive and damage relief. Although 
Xerox claims that the agreement of June 3, 1968 remains 
in effect, it hns not, as of tbis datę, commenced any action 
against SCM for royalties sińce October 1, 1970 based 
upon any claim of breach of contract; nor has it commenced 
any action against SCM as of this time for any alleged 
infringement. 


Tha Inralidity, Unenforceability and Fraudulent Procura- 
mant of tha Middlaton-Reynolds '006 Palant 

176. The Middleton-Reynolds '006 patent is invalid and 
unenforceable, and was procured by fraud and has been 
enforced in violation of the patent and antitrust laws: 

(a) for each of the reasons alleged by Dennison 
Manufacturing Co., Nashun Corporation, Kaxon Business 
Products, Inc., Litton Industries, Inc., Litton Business 
Systems, Inc. and Litton Systems, Inc. in their various 
presently pending litigations with Xerox ( Xerox Corp. v. 
Dennison Manufacturing Co., 67 Civ. ,3302 in the Southern 
District of New York; Xerox Corp. v. Nashun Corp., 69 
Civ. 546 in the same eourt; Xerox Corp. v. Saxon Business 
Products, Inc., 71 Civ. 2630 in the same eourt; and Xerox 
Corp. v. Litton Industries, Inc., Litton Systems, Inc. v. 
Xerox Corp. and Litton Business Systems, Inc. v. Xerox 
Corp., all commenced in 1972, Civil Nos. 15,705, 15,136 and 
15,137 in the District of Connecticut); 

(b) by reason of Xerox’s acquisition and unlawful 
attempted enforcement of the Middleton-Reynolds '006 
patent and other patents purchased by Xerox under the 
1956 Battelle agreement, as alleged in the First Claim; and 

(c) by reason of Xerox’s imposition of field-of-use 
restrictions in its licenses with SCM and others of the 
Middleton-Reynolds '006 patent and other xerographic 
patents wliich, ulone or together with Xerox’s other acta 
and practiccs as alleged in the First Claim, liad the effect 
of restraining and exduding SCM and others from com- 
peting wi£h Xerox in the manufacture and marketing of 
plain paper officc copiers. 
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Relief and Proceedingt With Reipect to SCM’t Third Claim 

177. Under 28 U.S.C. $2201 and the patent laws of the 
United States, and by reason of the exist<-nce of a case of 
actual controccrsy between the parties with respect to the 
inatters involved, this Court should enter linal judgment 
declaring that: 

(a) tho Middleton Reynolds ’006 patent is invalid 
and unenforccable and was proeured by fraud; and 

(b) under the June 3, 19G8 agreement or otherwise, 
SCM is not obligated to pay and Xerox is not entitled to 
reeover any further royalties or other relief with respect 
to any claimed breach of that agreement or any claimed 
infringement of the Middleton-Reynolds '006 patent. 

178. SCM is entitled under 15 U.S.C. $ 15 to threefold 
the damages suffered by it by reason of Xerox’s fraudulent 
procurement of the Middleton Reynolds ’006 patent, and its 
enforcement of that fraudulently proeured patent against 
SCM by the extraction of royalty payments in violation of 
Sections 1 and 2 of the Sherman Act, because such enforce¬ 
ment has had the etTect of unreasonably restraining or of 
monopolmng or attempting to monopolize the manufacture 
and mnrkcting of coated paper office copiers and eoated 
paper. SCM should recover froin Xerox threefold the 
arnount of at least $012,116.97 of the royalties paid by 
SCM to Xerox, together with the costs of obtaining such 
judgment, including reasonable attorneys’ fees. 

179. Xerox should be permanently enjoined from en- 
forcing the Middleton-Reynolds ’006 patent. 

180. Pretrial and trial proceedings with respect to this 
Third Claim should be held in abeyance or stayed until finał 
adjudication of the previously commenced and presently 
pending litigutions between Xerox and Dennison Manufac- 
turing Co., Nashua Corp., Saxon Business Products, Inc., 
Litton Industries, Inc., Litton Business Systems, Inc. and 
Litton Systems, Inc.: 

(a) because of the collateral estoppel effcct in this 
action of any judgment adeerse to Xerox with respect to 
the invalidity, unenforccability or fraudulent procurement 
of the Middleton-Reynolds '006 patent in any one or morę 
of those litigutions; and 
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(b) in the interes ta of the orderly administration 
of justice and the avoidance ot potential unneceasary and 
burdensome litigation with reapect to many ot the isanea 
raised by thia Third Claim. 


181. Pretrial and trial proceedinga with reapect to thia 
Third Claim ahould be held in abeyance or atayed until 
adjudication ot the First Claim for reaaons airoilar to those 
alleged in paragraph 170 with reapect to the Second Claim. 


Whebefore, thia Court ahould grant the interlocutory 
and permanent relief requesteu with respect to each of 
the claima in thia complaint; the damages aought with re- 
apect to the Second and Third Claiins; the diaburaementa, 
attorneya’ feea and other coata aa are allowable in law and 
in equity; and auch other and further relief aa thia Court 
deema juat and proper aa to each Claim. 




( 


Stephen Rackow Kati 
Ronau> S. Rauchberg 
Proskauer Roae Ooetz & Mendelaohn 
300 Park Avenue 
New York, N/.. 10022 




'Jf.ROME GoTKIN 

Widett & Widett 
100 Federal Street 
BoBton, Mass. 02110 


Iha B. Grudbero 
Jncoba, Jacobs & Grudberg 
207 Orange Street 
New Haven, Conn. 0G503 

Attorney.s for Plaintiff 
SCM Corporation 
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I'NITKI) KTATKK DISTKKT COUHT 

Kok tuk Pistrmt ok Connkctk r i 


ISA ME T I T K EJ 


Motion kok a Prkmminahy In.mnction 

IMuintilT hercby movcs, pnrsnant to Role Oó(a) o I* the 
Kederal Kolos of <'iviI Procedurę, based opon the allcga- 
tionsset fortli io para^raplis 1 throii^h 142 and parafia plis 
104 and 105 of its comniaint, and opon the evidence to be 
adduecd at a liearin# on tliis motion, for tIn* preliminary 
injimrti\c relief retpiested in para^raplis 100 tliroo^li 103 
of llie Kirst Claim of its complaint, atol for soch otlicr or 
lortlier or altcrnativc relief as tlie ('mirt may deem just 
and proper. 

The PlaintilT 

SCM CORPORATION 

Iły Its Attorneys 

Stephen Kackow Kaye 

Ronald S. Rauchbery; 

1’roskai'ku Rosi; 

(ioKTZ & M KNDKI.SOM N 

.‘(00 Park Avomio 

New York, New York 10022 

•Jeroine (lotkin 

Wioktt & WinKrr 

1 (MI Kederal Street 

Uoston, Mass. 02110 

s/ I ItA If. (iiu nio iio 

Ira Ił. (irndbertf 

.) ACOIIS, .lACOlłS (> KI DIO.KO 

207 (Iranie Stt MM*| 

New llaven, Connecticut 00503 




A68 


SCM’» Motion for Conference—Filed July 31, 1973. 

UNITED STATES DISTKICT COIJKT 
Fok thf, Disthkt ok Connkctiout 


[SAME TITLE] 


Motion kok Confkrknck 

FlaintifT hereby movos, pursuant to Kule Ki of tlio Fod- 
oral Kulos of Civil Proceduro, for tłu* roasons of urgoney 
and importance set forth in tho First Claim of its oomplaint 
(including paragraphs 7, S, 14. r », Ki4 and Hiń), ParaGraph 
170 of its Socond Claim and paragraphs ISO and ISI of its 
Tliird Claim, tbat tbe Court di md tln* attornoys for t h<* 
partios promptly to appoar boloro it, at a timo sohodulod 
by and convoniniit to tln* Conrt, for a eonforonco to eon- 
sidor: 

1. Simplifying tho issuos rai sod by plaintiffs First Claim 
and, in tliat oonnoction, tłu* oxtont to włiioli factual mattors 
aro gonuinoly undisputod or dispntod; 

2. Dolinoating tłu* extont to whieli tłu* partios aro on- 
titlod to ooiuluct furthor discovory with rospoot to SCM’s 
First Claim amł schoduling tłu* o.xpoditious complotion of 
suołi disoovory; 

3. Schoduling a dato for somo timo witliin tlio noxt foiir 
to six months (with iluo rogard for tłu* oonvonionoo of tho 
Conrt and tłu* logitimato protrial disoovory rigłits of tłio 
partios) for łioaring and trial of plaintiffs aooompany- 
ing motion for a prcliminnry in.junotion as to mattors rai sod 
by its First Claim and tlio allogations in its First Claim 
tliat dofondant bas violatod oaoh of Sootions I and 2 of tlio 
Sborman Aot and Sootion 7 of tlio Clayton Aot; and 
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4. Such other matters as may aid in tlie disposition of 
tłu* aetion. 

Tłu* Plaintiff 
SCM Corporation 

By Its Attorneys 

Stephen Raokow Kaye 
Ronald S. Rauehberg 
Proskauer Rosę 
Ooktz & Mknoeusoiin 
300 Park Avenue 
New York, New York 10022 

Jerome Gotkin 
Widktt & WiDKrr 
100 Federal Street 
Boston, Mass. 02110 

s/ Ira B. Gritdbero 
Ira B. Grudberf? 

Jacobs, .Iacobs & Gnunuiiu; 
207 Oranie Street 
New Haven, Conneeticut 00503 
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r 


United States District Court 

FOR THE DISTRICT OF CONNECTICUT 


♦ 


SCM CORPORATION, 
againsł 


Plaintiff,, 


Civil No. 15807 


XEROX CORPORATION, 

Defendant. 


AMENDED COMPLAINT 
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Xerox’8 Monopoly Position With Respect to the 
Skill, Technology, Manufacture and Marketing 
of Plain Paper Ofliee Copiera. 2 

Xerox’s Unlawfu! Acquisitions of Patents and 
Technology front Battellc, Horizons and Others 
and Its Control by 1961 of the Skill and Tech¬ 
nology of Plain Paper Office Copying. 4 

Since 1961, Xcrox Has Unlawfully Exercised, 
Maintained and Fnlargetl Its Aequired Monop¬ 
oly Power and Unlawfully Restrained Competi- 
tion With Respcct to the Skill, Technology, 
Manufacture and Marketing of Plain Paper 
Oflfioe Copiers. 7 

The Unlawful KfTects of Xerox’s Aots and Prac 
ticea and Yiolations of Law. 12 

Relief With Respect to SCM’s First Claim. 14 

A. Pcrrnanent Relief. 14 

B. Prelintinary Relief During the Pendency of 

This Action . 1® 
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SCM’s Dantages by Reason of Xerox's Unlawful 
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to the Skill and Technology and Manufacture 
and Marketing of Plain Paper Office Copiers . 21 
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United States District Court 

FOR THE DISTRICT OF CONNECTICUT 


SCM CORPORATION, 

Plaintiff, / 

againut [ Civil No. 15807 

XEROX CORPORATION, ( 

Dcfcndant. I 


AMENDED COMPLAINT 

Plaintiff SCM Corporation (“SCM”), by its attornoys, 
for itn ntncndcd complaint ngainst Xerox Corporation 
(“Xerox”), on knowledge as to niatt^ra pertaining to ilself 
and on information and belief as > all other matters, 
al logos: 


Jurisdiction, Venue and the Partie* 

1. This action concerns the nets and praetices of Xerox 
and their effccts by which, in interstate and American for- 
eign commerce: 

(a) Xerox bas, in violation of Section 2 of tłu* Sher- 
man Act (15 IJ.S.C. $2), monopoliści! and attempted and 
con8pir«*d to monopolize tho sltill and teehnology and nianu- 
facture and marketing of plain paper office copiers; 

(b) Xerox has, in violation of Section 1 of the Slier- 
man Act (15 U.S.C. $1), unreasonably restrained trade 
an.l commerce in the skill and teehnology and manufacture 
and marketing of plain paper oflice copiers through the 
mcans of accpiisition ngreeiii(>ntK, e\dusive dealing agree- 
ments, cross-licenses, grnnt-buck agreements, joint ven- 
tures, restrictive employment agreements, and other eon- 
tracts, agreements, conspiracies and combinations; and 

(c) Xerox has, in violation of Section 7 of the Clay- 
ton Act (15 U.S.C. $18), madę anpiisitions of patented 
nad iinpntented teehnology, other assets and stock, hnving 
the probable effect of substnntially lessening compotition 
or tending to eronte a monopoly in the skill and teclmology 
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and manufacture and marketing of plain paper office 
copiera. 

2. Tliis Court jnrisdiction of tlii« action to ndjudi- 
cate SCM’s clnims for iujuiu'tivc relief and daniHgoH under 
Sections 4 and IG of tlie Clnyton Art (15 IJ.S.C. 5% 15 and 
20), in tlint, by reason of Xerox’s \iolations of Sections 1 
and 2 of the Kherinnn Art and Seetion 7 of tlie Clayton Aot, 
SCM haft been injured in its business or property and eon- 
tinues to sutTer irrepnrnble injnry. 

3. The nets and practiees of Xerox nlleged in this com- 
plaint }iave been coinmitted in interstate conimerce antl in 
American foreign commerce. 

4. Vcnue is properly in thift district under Seetion 12 of 
tbe Clayton Act (15 U.S.C. *22) because Xerox is found 
and transaets business and its exccutive offices are located 
within this judicial district. 

5. Xerox and SCM are corporations organized and ex- 
isting under the laws of the State of New York. Xerox is 
engaged in the manufacture and marketing of plain paper 
office copierft. CCM ift engaged in the manufacture and 
marketing of coated paper office copierft and bas attempted 
and ift attempting to devclop and market plain paper office 
oopieri. 

SCM’s First Cijum : Fon Frospkctivk Injunctiye 
Relikt Aoaisst Xkbox’s Mosopouanc and Anti- 

COMPETITIYK AcTft AND PbaCTICKS 

Xerox'» Monopoly Poiition With Respect lo the Skill, 
Technology, Menufecture end Marketing of Plain Paper 
Office Copiert. 

6. Plain paper office copiers are office machines which 
convenientlv and cleanly produce copies of documents on 
plain or hond paper without tbe use of stencils, spirit 
or offset inasters. 

7. Generally, nsers of office copicrs strongly prefer 
plain paper office copierft to coated paper office copiers 
(office machines which make copies on specially treated 
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and chemically coated pnper). bccuuse of tłu* bettor npponr- 
ance, weight, luability and otlu r fcatures of plain or borni 
pnper copies. 

8. The only conmiercial menns ever known to manufnc- 
ture plain paper office copiers i.s through the use of xerog- 
rapłiy. “Xerogruphy” is the name given in 194S bv Jłat- 
telle Mernoriai Institute Im*, or Hattelle Dovelopment Cor¬ 
poration (both collc*ctively referred to as “Hattelle”) to 
the eopying of doeumeutH by eleetrostatic menns, regard- 
les# of whether producing copies of doeuments on plain 
paper or on specinlly treated and chemically eoated pnper 
or on other materiuls. It is the name used sińce 194S by 
Xerox (then known as Ilaloid), and used in tliis complaint, 
to refer to such eopying by eleetrostatic means. 

9. Tłie skill and technology of plain paper ofliec eopying 
is a specific and identifiablc usage of xerographv, whieb 
ean be, and wliicli Xerox bas, segregated apart froin other 
usage# of xerographv. It is an indispensnble element in 
the manufaeture of plain paper olTice copiers; and, without 
exception, it bas been used in the manufaeture of all plain 
paper office copiers ever manufaetured by Xerox and any- 
one else. 

10. The skill and teelinology of plain paper office eopy¬ 
ing, the'manufaeture of plain paper office copiers. and the 
marketing of plain pnper office copiers aro eacli a separate 
“part of trade or commerce” and “lilie of commerce” under 
Section 2 of the Sherman Act and Section 7 of the Clayton 
Act, respectiYely, and involve a substantinl amount of 
“trade or commerce” under Section 1 of the Sherman Act. 

11. From 1900 (when Xerox introduced its first plain 
pnper office copier) until 1970, Xerox was the sole manu- 
facturer and mnrketer of plniu pnper office copiers. Since 
1970 other companies liave mnrketed plain paper office 
copiers, but tlieir competitivo impact bas been and eon- 
tinues to be minimnl. Since 1970 Xerox’s market shnre of 
the businesses of mnmifnctiiring and marketing plain paper 
office copiers bas been mor«* tlmn 95%. 

12. Xerox's nnnu.nl revenues from all of its plain pnper 
office eopying aetiyities rosę from less tlian $4 million in 
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1000 to moro tlmn $1.0 billion in 1072, and its annunl total 
profits bcforc taxcs from those actirities roso from less 
tlmn $1 million in 1000 to nbout million in 1072. Its 
total profit* bcfore taxes from those aetivitios in the period 
1000-1072 amounted to moro tlmn $2.7 billion, of which $1.7 
billion was eamed in tlić period 1000-1070, and of which 
about $1 billion was eamed in tlie two years of 1971 and 
1972. 


13. Xerox’s monojmlistic position and power witli re- 
speet to the manufneture and lnnrkoting of plain paper 
ofłico eopiers and tlu* extraordinary growth in its revenucs 
and profits from tbose activities, resulted from its mon- 
opoli7.ation and exclusionary exploitation of the skill and 
teclinology of plain paper oflice copying, including the 
xerographic patcnts which it has ow-ned and controlled. 

14. Such monopolizalion was attained by 1901 or no later 
thnn 1903 as a direet and intcndcd rcsult of the adoption and 
implementation by Xerox of its policies of nc<|uiring owncr- 
ship, control and use of patentod and nnpatcnted skill and 
teehnology of plain jiajicr office copying dcveloped and owned 
by othcrs, and by its exclusionary cxploitation of such skill 
and teclinology. all as morę fully alleged in paragrnphs 16 
to 25. 

15. On that foundation of acąuired monopoly power, 
and as the rcsult of the continuing implementation of its 
policies, sińce 1901 Xerox’s monopolization of the skill and 
teclinology and the manufncture and marketing of plain 
paper oflice copiers has beon maintained and enlarged by: 
acquisition and aggrcgation of additionnl patonted nnd 
unpatented xerogra])hic tcelmology; nnticompetitive ncts 
and practices; and continuing cxclusionary exploitation of 
all of the patonted and unpatented skill and teclinology 
of plain paper oflice copying which it had accpiired and ag- 
gregated; uli as morę fully alleged in pnrngrnphs 20 and 27. 

Xerox’s Unlawful Acqui»ition> of Patent* and Technology 
from Battelle, Horizon* and Others and Its Control by 1961 
of the Skill and Technology of Plain Paper Office Copying. 

IG. Plain paper oflice copying, and xerographv, owe 
thcir origins to four basie patents issucd between 1940 and 
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1044 to Chester Carlson and wliicli expiml between 1957 
and 11401. 

17. In 1044, Bnttelle unii Cnrlson entered into an agree- 
inont to nttemjit cominercialization of tlio four basie Carl- 
son jmtents and to engnge in furthcr research and dcvel- 
ojiment concerning copying of documents by xerograj>hic 
tneans. 

18. Froin 1947 to 1050, Xerox entered into patent license 
and otlier agreements with Bnttelle nnder which Xorox 
obtained exclusive worldwide riglits with respect to the 
four basie Carlson jmtents, nil otlier issucd I nited States 
and foreign xerographic dovelopinent and iniprovement 
patonts owned or controlled by Battelle, and nil other 
xerographic patenls thereafter issued to or acejuired by 
Bnttelle. Also undor tliose ngreements, Battelle carried 
on xerogrnpbic reaearch and develoj>inent aftivities ex- 
clusively for Xerox. 

19. In 1950, Xorox and Battelle entered into another 
agreement nnder wliich Xerox purchnsed and acąuircd 
exclusive United Stutes and worldwide ownership and con- 
trol of all of the patented and unpatented skill and tech- 
nology in the field of xerography which Battelle had de- 
vcloped by that tinie, and which it has developed during 
the 17 years sińce that time. Under that agreement, Xerox 
also has the eontinuing option to aeąuire exelusive owner¬ 
ship of nil patented and unpatented xerographic technology 
hereafter developcd by Battelle. 

20. Since 1050 Battelle has engaged and contimies to 
engage in xerographic research and deyelojnnent aetivi- 
ties exclusively for Xerox. 

21. In 10G0, Xerox entered into agreements with Hori- 
zons, Ine. under which Xerox jmrchased a nutnber of 
xerograjihie United States nnd foreign |iatents and |>alent 
applications. Since that tinie, and also pursuant to those 
agreements, Horizons has engaged in xerographic research 
for Xerox's sole and exclusive benefit and use. 


22. Prior and subsequent to 1900, Xerox obtnined nceess 
to nnd use of other jmtented and unjmtented xcrograj)hic 
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technology dcveloped and owned by num -rouB other com- 
panies by entoring into various acquisition, exelusive, 
cross-lie.ense, grantback and other ngreemonts. TIiobc 
agreements were nimb* by Xero.\ pursunut to i tri policies 
of excluding others from practicing the skill and teehnol- 
ogy of plain paper office copying; of nllowing and liconsing 
others to use xerographic technology for designated pur- 
poses bo long as they did not include plain paper oflłce 
copying; and of furtlier enlnrging its own unrestrieted 
rigiits in and access to patentcd and unpatented xero- 
graphie technology developed by others. 

23. Ab a result of tlie agrcements with Battelle, 
Ilorizons and numerous others, by 1901, by wliieh year the 
last of the four basie Carlson patents had expired, Xerox 
bad aequired and aggrogatnd ownersbip of about 1/100 
United States and foreign xerographic patents and pat< nt 
applications. Xerox bad also nssured itself exclusive and 
other contractual rights to futurę innovative xerograpliic 
development by Uattelle, Horizons and otherB. 

24. By 1901 and in any event no later than 1963, Xerox 
had aeąuired and aggregated a patent thicket of xcro- 
graphic patents and patent applieations which exeluded 
and prevented SCM and other potential competitors from 
engaging in the inanufacture of plain paper olliee copiers. 
By such times, Xerox had : 

(a) re-established a patent structure with respect 
to xerographv and ])lain pnper olbee copying which a'’ 
forded it protection almost equalling that whieh it pos 
sessed during the j>eriod of basie patent coverage; 

(b) reereated a powerful patent structure which 
nssured it the right to procced with its own prograins in 
plain pnper ofbce copying without much likelihood of heing 
bloeked by others, whilt* giving it the ]>ower to exelude 
nnd bloek potential competitors froin entry into the busi- 
nesses of manufneturing nnd marketing plnin paper oflice 
copierB; nnd 

(c) ensured that no one elsc could engnge in the 
mnnufacturo or marketing of plain pnper olbee copiers with¬ 
out patent licensing by Xerox. 
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25. By 1961 or no later tlinn 19C3, Xerox had ac^uired 
and aehieeed worldwide control and monopoly power over 
the pałented nnil unpatonted sk'll and technology of pluin 
paper office copying, which i! would be in a position to ex- 
ploit for many years to como, and which gavc it tlie monopo¬ 
lista powors to: 

(a) regiment the entire businesses of manufacturing 
and marketing plain paper office copiers; 

(b) porpotuate its control over those businesses 
long after tlie basie patents liad expired; 

(c) funnel systematicnlly the fruits of invention of 
an entire tcchnological field of endeavor into its own hands; 

(d) exclude eompcditors and suppress and restrain 
any potentiul or actual competilion in the munufacture and 
marketing of plain puj>er office copiers; and 

(e) perfcct and enlarge an industrial monopoly 
with respect to those businesses. 

•> f, 

Since 1961, Xtrox Ha* Unlawfully Esercised, Maintaincd 
and Enlargcd Its Acquired Monopoly Power and Unlawfully 
Restrained Competition With Respect to the Skill, Tech¬ 
nology, Manufacturc and Marketing of Plain Paper Office 
Copiers. 

26. On the foundation of the monopoly and anti-competi- 
tivc power it had acrpiircd and aehieved with respect to 
the skill and technology of plnin paper office copying as 
alleged above. Xerox bas esercised that power sińce 1961 
(and in sotne respects prior to that time), by engaging in 
the acts and practices alleged helów in pnragraph 27. Those 
acts and practices have had the actunl and prohable effects 
(whether or not intended by Xerox) with respect to the 
skill, teclmology, mnnufaelure and marketing of plain paper 
office copiers, of suppressing, foreclosing and restraining 
competition by 8CM and others; of creating, muintaining 
and increasing the number, seope and iinpact of barriers 
to entry and effective competition; and of maintaining and 
increasing the size and seope of Xerox's monopoly. 
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27. The acts and prnctices of Xerox sińce 1961 (and in 
soine respects prior to tliat time), include. among others: 

(a) continuing its cxdusionnry exploitntion of the 
patented and unpatented skill and technology of plain paper 
office copying which it hnd ncquired and nggregntod, purposc- 
fully to exclude and restrain competition while it carried on 
and enlarged all of its o vn plain paper office copier 
activities; 

(b) continuing to acquire, under exclusive, restrictive 
and other agreements, the patented and unpatented xero- 
graphic skill and technology developed by Battolle, Honzons 
and others; 

(c) nequiring other compnnies to obtain their xero- 
graphic technology and the scrvices of their scientific or 
technical personnel; 

(d) requiring its rcsearch, scientific and technical 
personnel, and sińce 1970 its mnnagerial and professional 
personnel, to oxccute written restrictive agrceincnts prevcnt- 
ing or restraining them from engaging in xerographic 
aetivities for any other company following termination of 
employment with Xerox; 

(e) perpetuating ita cxclusivc control over the serv- 
ices of most of the scientific and technical personnel possess- 
ing skill or eipcricnce in xerography, and building a technical 
community under its exclusive control which by 1972 includcd 
about 95% of the world’s personnel proficient in xerography; 

(f) enormously expnnding its xorogrnphic research 
and development facilities and activiticg and the nuntber 
of professional and skillcd cmployees engaged in those 
activities; 

(g) implementing a policy of concenling unpatented 
xerogrnphic skill and technology; 

(h) implementing n policy of proaecuting tnany 
patent applieations and obtaining many patents, soldy for 
the purpose of excluding and restraining plain paper office 
copier competition by, among other things: 

(i) re-estahlishing the patent protection af- 
forded by expiring patents; 
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(ii) securing ownersbip or control of “błock 
ing patent?."; 

(iii) furtlier cnlarging tlić patent thicket of 
xerographic patents w bieli it pos.-esscd by 19(51, and wbich 
presently consists of moro tlian IfiOO uncxpired United 
States patents, morę tlmn litMl pond ing United States pat¬ 
ent applientions and many thousands of foreign patents 
and patent applientions; 

(iv) increasing tbe difTieulty and e.ypense to 
othcrs in attempting to design aronnd tliose patents; and 

(v) increasing tbe difliculty and risk to otbers 
in attempting to maniifacture plain paper oflice eopiers 
witbout infringement of tliose patents; 

(i) using only a smali fraction of its patented in 
ventions and tbe inyentions covered in its patent appliea- 
tions in tbe plain paper oflice eopiers it bas inanufactured 
and tbe eopiers wbieh it is presently doycloping, witb tbe 
balance of tbe many pntenled inyentions wbieb it bas not 
used baving tbe effeet of “blocking patents”; 

(j) ref using to identify tbe patented inyentions it 
elaims to use in en'di of its plain paper oflice eopiers despite 
its nndertaking to do so as set fortb on legends it bas 
afTixed to those eopiers (“Mannfactured Under One or 
Morę U.K. Patents Owned or Controlled by Xerox Corpo¬ 
ration—Cist Supplied on Hepnest”), for tbe purpose of 
preventing otbers frotn determining wbieb aspects of its 
plain paper oflice eopiers Xerox elaims are not in tbe publio 
doniain and wbieb aspects of sueh eopiers nre in tbe public 
donmin; 

(k) catering into and mnintnining in foree \arious 
restrictiye patent lieense ngreetnents wbereby Xerox li- 
celtsees lmve been perillitted to use patented xerograpbic 
teebnology only so bing as tbe teelinology was not used in 
connection witb tbe manufaeture or marketing of plain 
paper oflice eopiers; 

(l) asserting tbat its patents gavc it excltisive con¬ 
trol oyer tbe manufaeture of plain paper oflice eopiers and 
tliat it was tbereby imp.issible for anyone else, alisent a 
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license from Xerox, to manufacture such copiers without 
infringing some of thosc patents; 

(in) falsety asserting to SCM and others that it 
would give serious considerution to their reąuosts for pat¬ 
ent licenses with respeet to plnin paper office copying, wlien 
in fact it liad no intention of giving any sueli reąuests any 
consideration; 

(n) repeatedly rcfusing to grant the reąuests by SCM 
and others for patent licenses with respeet to plain paper 
office copying. and refusing until lato 1! 70 to ofler any 
plain paper office copying patent licenses; 

(o) in late 1970, and 1973, making only meaningless 
and illusory offers to SCM and others of patent licenses 
at unreasonably high royalty rates with respeet to three, 
and then four of its xerographic patents, all of which had 
been acąuired froin Battelle or llorizons and all of which 
einbodied old technology, and in each instance without 
offering any protection against any infringement action it 
inight bring based on its many other patents; 

(p) threatening and maintaining burdensome pat¬ 
ent infringement litigation ngainst manufacturers and 
marketers of coated paper office copying products using 
xerographic means, and ngainst aetual and potential plain 
paper office copier cornpetitors, ineluding SCM; 

(q) devcloping and manufneturing the models of 
plain paper office copiers it introduced between 1900 and 
1905 by primarily using patented and unpatented tech¬ 
nology acąuired from Battelle, llorissons and others; 

(r) devclopirig and manufneturing the many new 
and improved modelB of plnin paper office copiers it hns 
introduced sińce 1905, and developing the new and im- 
proved models it presently plans to introduce and mnnu- 
facture in the futuro by continuing to use patented and 
unpntented technology acąuired from Battelle, Ilomons 
and others, togeiher with ndditional technology it has ag- 
gregated as the result of its own activities; 

(s) greatly espunding its manufneturing nnd mar¬ 
keting facilities, personnd nnd enpnhilities, and greatly 
expnnding its multiplo product lino during the many years 
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it sheltered itself froin uny plain paper ofTice copier coin- 
potition and tln* lew lecont years wlien it lins faeed only 
miniinal competitinn; 

(t) effeotuatinp, li m i n 1 ni n i nu; mul enlarpinp sińce 
19. r )<i thp worldwidc carteli/.ation mul control over tlie skill 
and tcelinolopy of plain paper oflice copyinp and tlie 
nianufacture and marketinp of plain paper oflicc copiers, 
by apreenicnts and n continuinp coinbination and eonspir- 
acy with the Hank Orpunisation, Ltd., Kank-Xero.\, Ltd., 
Fuji Photo Film Co., Ltd. of .lapan and FujiXerox, Ltd., 
pursuant to whicli, aniony ot ber tliinps: 

(i) a worldwidc division of cxclu.sive terri- 
toriee was effectunted uinonp Xerox, Hank-Xorox and 
Fuji-Xerox, excludinp and restrnininp potentia) American 
competitors sucli as SCM froin attcmptinp to nianufacture 
and market plain paper oflice copiers tliruuphout tlie 
worbl; 

(ii) Xerox eontribiited to Rmik-Xcrox and 
Fuji-Xerox the patents and tcclmical know-bow whicli bas 
enabled tlicin to nianufacture and wII plain paper oflicc 
copiers, a contribution whicli eonstituted tlie <*xport in 
American foreipn coinmorce of American-owned tech- 
nclopical assets; 

(iii) Xerox and Hank-Xerox obtained access 
to aml use of xoropraphic technology developed by Fuji- 
Xerox; 

(iv) Xerox acquired rontrol of Rank-Xerox; 

(v) Xerox caused Hank-Xerox to cancel, and 
Savin Business Machines Corp. to surrender, tli • patent 
license which Kank-Xerox Inni jireviously pranted Savin 
with resjiect to plain paper oflicc copyinp as a condition 
to tbe prantinp by Xerox to Sarin of a 1'nited States pat¬ 
ent license for coated paper oflicc copyinp by xeropraphic 
mcans; 

(vi) Xerox restrained Rank-Xerox from prant- 
inp plain paper oflice copyinp patent licenses to otliers in 
Kank-Xerox’s territories; 

(v i i) Xero\ and Knnk Xerox threntencd and 
innintnined liuideiisome patent infriiiponient litipation with 
rospcct to tlie nianufacture of plain paper oflice copiers by 
otliers in foreipn countries; and 
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(viii) Xerox realized hundreds of millioriK of 
dollnrs of profits. 

The UnUwful Effects of Xerox’§ Actł and Practicet and 
Violationi of Law. 

28. The unlawful monopolistic and anticompetitive ef¬ 
fects of Xerox’s nets and practices as allegcd in this com- 
plaint have becn nnd nre, umong otlier things, tliat: 

(a) Xerox ncquircd, nnd thereaftcr exercised, 
monopolistic and anticompetitive power with respect to 
the skill nnd technology and the nianufacture and market¬ 
ing of plain paper Office copiers; 

(b) Xerox excluded and restraincd potential com- 
petitorR inclnding SCM from engnging in the manufacture 
and marketing of plain paper office copiors; 

(c) Xcrox faced no plain paper office copier compcti- 
tion from 1900 to 1970 and it hus facod only minimal plain 
paper office copicr competition sińce 1970; 

(d) Xerox has oicrcised its nbility to determine and 
control the pace and dircction of scientific inrjuiiy and en- 
deavor in xerographv nnd the skill and technology of plain 
paper office copying, in lnrge part free from the influence of 
the competitive efforts of others; 

(e) research and development by others with respect 
to the skill and technology and the manufacture of plain paper 
office copying has been restrained; 

(f) Xerox has exc!uded, restrained nnd hampered 
potential and actual eonipetitors from seeking to compete 
for and to ohtnin the henefits ni the services of most of the 
world's personnel who have technicnl coinpetence and eiprri- 
encc in xerogrnphy; 

(g) Xerox has preserved nnd enlarged its teohnologi- 
cal lead, its development, enginccring and manufacturing 
lead, its marketing lend, nnd its monopolistic, manufacturing 
nnd marketing power with respect to plain paper office 
copiers; 

(h) potential nnd actual plain paper office copier 
eonipetitors face the risk of enrly obsolescence of their 
copiers; 
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(i) Xcrox has assurcd itsolf of the patronago for 
many ycars to como of most usors of plain paper office 
copiors; 

(j) Xorox Ims seonrod tlm many ad canta ges of a 
multi-billinn doi lar business organization having now and 
extensivo rescnreh, munufucturing and marketing facili- 
ties; widesproad eustomor acooptanco of its plain paper 
oflicc oopior products; highly dovo!opod custonicr connec- 
tions; largo numliors of skilled and oxporienced porsonnol; 
and groat resoareh, manufacturing and marketing power; 
and sucli advnntngcs aro groat barriors to competition and 
competitico ontry; and 

(k) Xorox bas oxcludod and restrained American 
foroign commorco willi rospoct to tłio skill and tochnology 
and manufacturc and marketing of plain paper office 
copiers; and bas oxoludod and rostrainod the export of 
American rnanufuctured plain papor offieo copiers by othors 
to foroign countries throughout tłio world. 

29. Kven if all the patents acąuired and aggregated 
by Xerox were validly issued, Xerox’s nets and practices 
and tlieir efTects tis alleged in tliis eomplaint: 

(a) violnte Seetion 2 of the Shorman Act, sińce by 
reason of those acts and practices, Xerox has monopolizcd 
and attempted and conspired to rnonopolizo interstate and 
American foroign commereo in the skill and technology and 
the manufacturc and marketing of plain paper ofTiee 
copiers; 

(b) violate Seetion 1 of the Shorman Act to the 
extent that such nots and practices have involvcd agree- 
ments, contracts, conspiracies or combinntions, which lmve 
unreasonably rostrainod trndo or commorco by cxcluding 
and restraining compotitors and potential competitors in 
interstate and Amoricnn foroign commorco frotn gaining 
accoss to and us<‘ of the skill and tocbnology of plain paper 
office eopying and by excluding and restraining competition 
with respect to the manufacturc and marketing of plain 
paper office copiers; and 

(c) violnte Seetion 7 of the Clayton Act to the cx- 
tent such aetB and practices liave involved the acąuisition 




ASO 

Amended Cotnplniiit. 


14 

or purchase of pntented and unpatented technology, other 
aBsets and stock, sińce their probable effects havo been sub- 
stantinlly to h-sRcn conipctition or tend to create a monop- 
oly in interstate and American foreign commercc witli 
respoct to the skill nnd technolog) und the manufneture and 
marketing of plain paper ollicc copiers. 

30. Unless Xerox’s acts and practices as alleged in tliis 
oomplnint are doclarod to be ugninst pnblic policy and 
illegal, and unless tliey are onjoinod nnd far-reaching 
remedial injunctivp relief i» grnnted, so tliat tlie effects 
of such policies and acts and practices are dissipated 
and nullified during the pendeney of thia action and 
permanently: 

(a) SCM and other potential and actua) plain paper 
office copier competitors will continue to be irreparably 
injured; 

(b) the hundreds of thousnnds of users of plain 
paper office copierR (including Btnte and federal govern- 
mental agencieR, busineRR and professional organizations, 
and educational and charitable institutions), and the public, 
will be deprived of the benefits of competition and will con¬ 
tinue to bear the burden of Xerox’s nnticompetitive and 
monopolistic acta nnd practices; 

(c) plain paper office copier competition will con¬ 
tinue to be restrained and the establishment of fuli and 
fair competition will be prevented. 

Relief With Respect to SCM’t First Claim. 

A. Permanent Relief 

31. The Court should declare tliat Xerox's acts and 
practices alleged in tliis First Cluiin are illegal and against 
public policy and tliat as alleged in paragraph 2!), tliey 
yiolate Sections 1 and 2 of the Sherman Act and Section 
7 of the Clayton Act. 

32. After ndjudication of Xerox's yiolations of law, 
and nfter considcration of the present and prospective 
effects of such yiolations, the Court should fashion and 
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grant the necessary and appropriate remedial injunctive 
reliof so tliat: 

(a) fuli and fair compctition witli respect to the 
skill, teclinology, manufacture and marketing of plain 
paper office copiers iu American intorstato and foreign 
commerce will be cstablished; 

(b) SC&l and others will be affordcd a fuli and fair 
opportunity to compete at the rcscarch, manufacturing 
and marketing lcvels; 

(c) uscrs of plnin paper office copiers and the 
public will have the beneflts of fuli and fair competition 
at each of tliosc levels; and 

(d) the prcsent and prospectire effects of Xerox’s 
monopolistic positiou and anticompctitivc acts and prac- 
tices will be effeetively and permanently eliminuted. 

33. The remedial injunctive relief reąuired to achieve 
thosc objectives miist neccssarily be fushioned and grantcd 
in light of the facts as they exist after the adjudication 
of Xerox’s violations of law. Becau.se of the continuing 
and prospective irreparable injury to SCM, other poten- 
tial and actual competitors, users, and the public, the sum- 
mary or trial adjudication of Xorox's violations of law 
and SCM ’s prayer for preliminary injunctive relief, and the 
tria! adjudication of the permanent relief to be granted with 
rcspect to this First Claim, should be cipcdited to the maxi- 
mum eitent possible. 

34. Permanent injunctive remedial relief in this action 
should be granted along the lines set fortli in paragraphs 
35 to 4G, 49 and the second sentenee of paragruph 41). 

35. First, Xerox should be reąuired to divest itself of 
all of its rcscarch, pntents, technical and manufacturing 
facilitics and a«sets in the field of xerography. It should 
be reąuired to crente two or morę whoily separute and 
independent companies, pro perły staffed and financod, to 
own and operate those fncilities and assets as they inny be 
approprintely divided. Thereafter, such new rcsearch and 
manufacturing compnnies (collectively referred to as the 
"New Manufacturing Compnnies”) would earry on those 
activities in the field of icrography. 
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36. The creation of two or morę such new manufnc- 
turing companies ia necessary sińce the monolithic and 
monopolistic character at the resenrch and manufacturing 
levels, and the effects of Xeroi’8 anti-competitive acta and 
praclicea at thoae levela, will reniain for a much longer period 
if only a single new manufacturing company were created. 

37. The creation of the New Manufacturing Companies 
will produce competition among them at the research and 
manufacturing levela and morę apeedily negate the effects of 
Xerox’a preaent poaition and acta at those levela. 

38. For the same reaaona at the marketing and aervice 
levela, X?rox’a present marketing and service facilitiea, 
aaaets and marketing and aervicc personnel in the field of 
xerography abould aerve aa the foundation for two or morę 
wholly independent marketing and service companies (col- 
lectively rcferred to aa the “New Marketing Companies”), 
whieh Xerox should be required to erratę. They should 
be propcrly ataffed and financed, to own nnd operate thoae 
facilitiea and asaeta na may most nppropriately be divided. 
The New Marketing Companies should I* enjoined, as may 
be appropriate, from engaging in any anticompetitive 
marketing practices. 

39. Second, the New Manufacturing Companies should 
be reąuired for a period of ten yeara: 

(a) on a royalty-free basis (or on a non-discrimina- 
tory reaaonable royalty basis if the Court bo determines), 
to grant to SCM and other potential and actual compcti- 
tors and among themsclvea, non-exclusivc liccnaes to prac- 
tice for the life of each patent, all of the claiins contained 
in the United States nnd foreign patents nnd patent uppli- 
cations owned or controllcd by them during that period; 

(b) on a reasonable basis to furnish SCM nnd other 
potential und uctual competitors with other technicnl in- 
formntion nnd asaistnnee with rospect to the manufacture 
of plnin pnper oflice copicrs as may be necessary ano rea- 
sonnbly requested; 

(c) on a reasonable method of nllocation as deter- 
mined by the Court, to make available for sale to qualified 
marketers, as the Court determines, the vnrious inodels of 
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plain pupcr officc copiers, and replacement parta, which 
they manufacturc; and 

(d) to make thosso sales at reasonnble prioes based 
on a formula aa deterniincd by the Court which provides 
the New Manufacturing Compnnies with a reasonnble profit 
in rclation to cost. 

40. Third, tho New Manufacturing Compnnies should 
be enjoined for a period of ten years front engaging in any 
marketing activities with respect to plain paper officc 
copiers otlior than those described in subpnragraphs 39(c) 
and (d). 

41. Fourth, the New Marketing Compnnies should be 
enjoined for a period of ten years with respect to plain 
paper officc copying from engaging in any research or munu- 
facturing; and for a period of ut least five years from ex- 
panding any of Xerox’s present marketing and service 
fncilities and the present number of its personnel engaged 
in those activities. 

42. Fifth, Xerox should be reąuircd to disclose to SCM 
and other potential and actuul competitors its confidentially- 
maintained unpatented technology relating to plain paper 
ofiice copying and its then existing short and long rangę plans 
for the manufucture and marketing of plain paper officc 
copiers. 

43. Sirlh, all agreernents by Xerox with any third 
parties which are presently in efTect, under which Xcrox 
ohtains or possesses the right to obtain patents, patent 
applications or technieal infonnation in the field of xerog- 
raphy, should be declared illegal and of no further force 
and efTect. The New Manufacturing Companies should be 
enjoined for a period of ten years from entering into any 
exclusive ngreement with any third party, under which such 
ncw compnnies would obtnin exclusive ownership or control 
over any such assets or rights. 

44. Scticnth, all agreernents by Xerox with Rank-Xerox, 
Fuji-Xcrox and any of their subsidinries or affiliates, under 
which tlie rights to foreign patents, patent applications and 
other icrogrnphie technology have been or will be licensed or 
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assigned, should be declared illegal nnd of no further force 
and effect. The New Manufacturing Companies should be 
enjoined for a period of ten years from entering into any 
agreement with those companies under which they obtain 
any exclusive rights with respect to any foreign patents or 
patent applications, or any technieal information or assist- 
ance. 

45. Eighth, Xerox should be reąuired to divest itself 
of any stock ownership or interest in Rank-Xerox, Fuji* 
Xerox and any of their subsidiaries and afliliates. The New 
Manufacturing Companies and the New Marketing Com- 
panies should each be enjoined for a period of ten years 
from acąuiring in whole or in part the stock of any other 
company engaged in activities involving the skill, tech¬ 
nolog)', manufacture or marketing of plnin paper office 
copiers, or from acąuiring any other company’s assets 
which are involved in, or related to, those activities. The 
sale of any of their assets or stock to any other company 
so engaged should likewise be enjoined for that period. 

46. Ninth, the restrictive agreements described in sub- 
paragraph 27(d), should be declared unlawful, of no further 
force and effect and permanently enjoined. 

47. The effects of surh remedial relief will be: 

(a) to enable the New Manufacturing Companies 
to continue Xerox’s research and manufacturing at present 
levels and to permit the expansion of its activitics and 
facilities in a competitive atmosphere so that continuing 
and inereasing demands for pluin paper office copiers can be 
competitively satisfied during the time needcd for SCM and 
others to develop competitive research and manufactm ing 
facilities; 

(b) to create competition in the marketing of plnin 
paper office copiers, bringing the beneflts of prico competi¬ 
tion nnd other forms of marketing competition to users and 
the public; 

(c) to afTord SCM and others a fair opportunity to 
develop sufficient market shares which will stiinulatc com¬ 
petition and justify substantial investinent by SCM nnd 
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othcrs in rescarch and manufacturing facilities and 
activitieB; 

(d) to eliminate the technological, manufacturing, 
marketing and other leads with respect to plain paper office 
copiers and lerography which Xcrox possesses; 

(e) to eliminatc the effects of Xerox’s monopolistic 
position and its anticompetitivc nets and practices with re- 
spect to plain paper office copiers; and 

(f) to establish fuli and fair competition in American 
Interstate and foreign comrueree with respect to: 

(i) the skil], technology and munufacture of 
plain paper office copiers; and 

(ii) the marketing of such copiers. 

48. The Court should retain continuing jurisdiction 
after entry of judgment. It can then make such modifleations 
or amendments to its judgmeht as may be appropriate based 
on post-judgment facts, to achieve the objectives described in 
the preceding paragraph. 

B. Preliminary Relief During the Pendency of This 
Action. 

49. During the pendency of this action, Xerox should be 
enjoined from tlireatening, instituting or maintaining any 
patent infringeinent action or claim against SCM with 
respect to SCM’s present and futurę efforts to develop 
and market plain paper office copiers. The New Manufac¬ 
turing Companies should be siinilarly enjoined perma- 
nently, exccpt to tlie extent that SCM does not accept any 
patent licenses offered by such new companies on terma 
and conditions decreed by this Court. 

50. During the pendency of this action Xerox should 
be enjoined or stnyed, directly or indirectly, from threaten- 
ing, instituting or maintaining any other action or claim 
herc or abroad which might impodo SCM’s present and 
futurę efforts with respect to plain paper office copiers, or 
which might dolny the finał adjudicatiou of this First 
Claim. 
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51. During the pendency of this nction, Xerox should be 
nmndatorily enjoined to grant SCM a lieense with respect 
to all the United States and foroign patents and patent up- 
plieations it owns or Controls. Upon adjudication of this 
First Clairn, it should be determined (in mcoorduncc with 
subparugraph 39 (a) above) whether sucli lieense should be 
royalty-free or whether it should bear a reasonable roynlty 
ratę; and whether and to what extent nny royalty rato de- 
creed by the Court should be applied retroactivcly. 

52. During the pendency of this action, Xerox should 
be rnandatorily enjoined to diselose its present sliort and 
long rangę plans for the manufacture and marketing of 
plain paper offiee copiers. 

53. During the pendency of this action, Xerox should 
be enjoined against enforcing or attempting to enforce the 
agreements described in subparagrnph 27(d). 

54. The injunctive relief during the pendency of this 
action described in paragraphs 49 to 53 above, and sueh 
other preliminary injunctive relief as may be appropriute, 
should be grunted because of the continuing irreparable in- 
jury inflicted by Xerox’s acts and prnctices on SCM, other 
potential and uetual competitors of Xerox, users of plain 
paper offiee copiers and the public gencrally; and the likeli- 
liood that SCM will ultimately establish the violations of 
law and tlicir effects as alleged in this First Clairn. 

55. Sucli injunctive relief during the pendency of this 
action should be granted so that effeetive first steps can be 
taken promptly toward the establishment of fuli and fuir 
competition in the skill, teehnology, mnnnfaeture and 
marketing of plain paper offiee copiers. 
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SCM ’» Second Ciajm : For Trkblb Damaoes 

SCM’» Dama ges by Reaton of Xerox’s Unlawful Monopoli- 
zation and Acta and Practices in Reitraint of Trade and 
Competition wilh Respect to the Skill and Technology and 
Manufacture and Marketing of Piain Paper Office Copiera. 

5G. The allcgations contained in paragraplis <» to 2!) of 
the First Clnim aro repeated and rc-allegod. 

57. Xerox’s continuing unlawful monopoli/.ution, exelu- 
sive control and aets and practices in restruint of trade and 
competition willi ruspeet to the skill and teehiiology and the 
manufacture and marketing of piain paper o (lice eopiers, 
caused damnge to SCM heeause tliey efleetcd high harriers 
against competitiv3 entry, and heeause tliey excludcd and 
restrained SCM in American in*erstate and foreign com 
nierce: 

(a) froin manufacturing and marketing piain paper 
Office eopiers; 

(b) frotn engaging in related business activities 
such as the rendering of service and the sale of supplies for 
piain paper office eopiers; and 

(c) from earning proftts from the conduct of such 
business activities. 

58. By reason thereof, as presently estimated by it, 
SCM bas been damaged, in the amount of at Fast $145 
million; and SCM shall continue to be damaged in an 
amount not presently known until such time as the effects 
of Xerox’s unlawful aets and practices involved have been 
nullified. 

59. Under 15 U.S.C. § 15, SCM is entitled to threefold 
the amount of at least $145 million; together with three¬ 
fold the damnges su tle red by it (in an amount not presently 
known) from this time until the nullification of the effects 
of Xerox’s unlawful aets and practices; and together with 
the costs of recovering all of such damages in this action, 
including rcasonable attorneys’ fees. 
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SCM ’b Trird Claim : For Declaratort, In- 
JUNCTTYE AND DaMAOE Rf.LIF.F WiTH ReSPF.CT 
to the Middt.kton-Rkynolds ’006 Patent 

60. On February 11, 1964, United StateB Patent No. 
3,121,006, entitled “Photo-Active Meinbor for Xerography’’ 
(the Middleton-Reynolds ’006 patent), was lssuca. Xercx 
acąuired ownership of tlmt patent under its 1956 agree¬ 
ment with Battelle. 

Th* 1968 and 1964 Licento Agreement* Between X*rox 
and SCM aa to Coat*d Paper and Coated Paper Office 
Copiers. 

61. On June 3, 1968 SCM and Xerox entered into a 
patent license agreement in whicli, for specified royaltica, 
and subject to a ficld-of-usc reRtriction limiting the license 
to coated papcr for usc in coated papcr oflice copiers, 
Xerox granted an express license to SCM with respect to 
the Middleton-Reynolds ’00G patent and an implied license 
as to other Xerox patonts necessary to SCM’s restrictcd 
use of the ’(X)6 license rights. 

62. Simultaneously with the execution of the June 3, 
1968 agreeinent, a prior patent license agreement of April 
6, 1964 between SCM and Xorox was tenninated. Under 
that April 6, 1964 agreement, for specified royalties and 
subject to a ficld-of-use restriction limiting the license to 
coated paper and coated papcr oflice copiers, Xerox 
granted n license to SCM with respect to all of its Western 
Hemisphcre patents, one of whicli was the Middleton-Rey¬ 
nolds ’006 patent. 

63. On or about May 26, 1971, SCM gave notice iń writ- 
ing of its cancellation of the June 3,196S agreement. Until 
that. time, SCM had paid royalties to Xerox under the 
April 6, 1964 and June 3, 19GS agreements in the total 
amount of $639,192.62. 

64. It is Xerox’s claim that the direet electrostatie 
mothod cniploying zinc oxide as a photoeonductor, used 
sińce 1962 in the lunnufncture of coated paper Office copiers 
and coated paper inarketed by SCM, infringed the Middle- 
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ton-Rcynolda ’000 patent; and that abscnt a liccnse from 
Xerox, sucli infringenicnt violates Xerox’s patent riglits 
entitling it to injunctive and dainage relief. Althougli 
Xerox claims tlint the ngreement of June 3, 1!)C8 remains 
in efTect, it has not, as ot' lliis datę, cotnnienced any action 
against SCM for royalties sińce Octobcr 1, 1970 based 
upon any elaim oi brcach of contraet; nor lias it commenced 
any action against SCM as of tliis time for any alleged 
infringemcnt. 

The lnvalidity, Unenforceability and Fraudulent Procure- 
ment of the Middleton-Rcynoldt '006 Patent. 

G5. The Middleton-Iteynolds '006 patent is invalid and 
unenforceable, and was procured by fraud and has bcen 
enforcod in violation of the patent and antitrust lawa 
bec&use: 

(a) The patent does not rneet the conditions of pat- 
entability undor 35 U.S.C. M 101, 102, 103 and 120 in that, 
among other thinga: (i) the claimed invention was not 
a ncw and useful procesa, tnacliine, tnanufacture or com- 
position of matter or a new and useful improvemcnt 
thereof; (ii) the claimed invention was anticipated by or 
obvious in vicw of the prior art; (iii) Middleton and Rey¬ 
nolds ilid not themselvea jointly invent the aubject matter 
encompassed thereby; and (iv) Middleton and Reynolds 
abandoned the invention wliich they claimed to have madę; 

(b) The patent faila to particularly point out and 
diatinctly elaim the aubject matter wliich Middleton and 
Reynolds regard aa their invention; 

(c) During the aolicitation of the patent, recklesaly 
or with intent to deceivc, materiał facts were miarepre- 
aented or withhcld from the Patent Office; 

(d) An interference proceeding in the Patent Of¬ 
fice was not eontested when it was known that a confliet 
existed between claimed aubject matter in the aolicitntion 
of the patent and claimed aubject matter of an earlier filed 
and earlier iasued patent; 

(e) Xerox threntened nnd maintnined patent in- 
fringement litigation against SCM and others, and ex- 
tracted royalty payinenta from SCM and others, baacd on 
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the patent, when it knew or should have known that the 
patent was invalid and unenforceahle and had been pro- 
cured by fraud as alleged in subparagrnphs (a) through (d) 
above; 

(f) Xerox licensed the patent on discriininatory, 
restrictive and other unlawful terms and conditions; 

(g) Xerox acąuired and unlawfully attcmpted to en- 
force the patent and other patents purehased by it under 
the 1956 Battelle agreement, as alleged in the First Claim; 
and 

(h) Xerox imposed field-of-use restrictions in its 
licenses with SCM and others of the patent and other 
xerographic patents which, alone or together with Xerox’s 
other acts and praetiees as alleged in the First Claim, had 
the effect of restraining and excluding SCM and others 
from cornpeting with Xerox in the inanufacture and market¬ 
ing of pluin paper offieo eopiers. 

Reliaf With Reipact to SCM'» Third Claim. 

66. Under 28 U.S.C. $ 2201 and the patent laws of the 
United States, and by reason of the existence of a case of 
actual controversy between the parties with respect to the 
matters involved, this Court should enter finał judgment 
declaring that: 

(a) the Middleton-Reynolds '006 patent is invalid 
and uncnforccable and was procured by fraud; and 

(1>) undpr the June 3, 1968 agreement or otherwise, 
SCM is not obligated to pay and Xerox is not entitled to 
recover any further royalties or other relief with respect 
to any claimed breaeh of that agreement. or any clairaed 
infringementof the Middleton-Reynolds ’006 patent. 

67. SCM is entitled under 15 U.S.C. $ 15 to threefold 
the dnmages suffered by it by reason of Xerox’s fruudulent 
procurement of the Middleton-Reynolds ’006 patent, and its 
enforcement of thnt frnudulently procured patent ngainst 
SCM by the extrnction of roynlty pnyments in yiolation of 
Sections 1 and 2 of the Sherinan Aet, because such enforce¬ 
ment lais had the efTect of unreasonnbly restraining or of 
mnnopolmng or nttempting to monopolize the munufacture 
and marketing of conted paper ofiiec eopiers and eoated 
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paper. SCM should recover from Xerox threefold the 
amount of at least $G12,11G.97 of the royalties paid by 
SCM to Xerox, together with the costs of obtaining aueh 
judgment, including reasonable attorneya’ fees. 

68. Xeroi should be permanently enjoined from en- 
forcing the Middleton-Reynolda ’006 patent. 

Whkukkokk, this Court should grant the interlocutory 
and permancnt relief reąucsted with respcct to each of 
the claims in this complaint; the damages sought with rc- 
spect to the Second and Third Claims; the disbursements, 
attorneya’ fees and other costa as are allowable in law and 
in cquity; and such other and further relief as thia Court 
deema juat and proper aa to each Claim. 
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UNITED STATES D1STUICT COURT 
Kor thk District ok Connkcticut 


[SAME TI TLE] 


Answer 

Defendant Xerox Corporation (“Xerox”) for its answer 
to tlie Amended Complaint (hereinafter the “complaint”), 
aileges: 

1. |)«>nios eacli and every allegation contained in para¬ 
graph 1 of the complaint. 

2. Denies each and every allegation contained in para- 
graph 2 of the complaint, exeopt admits that plaintifT pur- 
ports to institute this action undor Sections 4 and 16 of 
the Clayton Act (15 U.S.C. ^15 and 26) for injunctive 
relief and damagcs. 

3. Denies each and every allegation contained in para- 
graph 3 of the complaint, except admits that Xerox iR 
engaged in commerce within the meaning of the Sherman 
and Clayton Acts. 

4. Admits the allegations contained in paragraph 4 of 
the complaint. 

5. Denies knowlodge or Information sufficient to form 
a belief as to the truth of the allegations contained in 
paragraph 5 of the complaint, except admits that Xerox is 
a Corporation organized and existing under the lawa of 
the State of New York, is engaged in the manufaeture 
and marketing of plain paper office copiers and that SCM 
is engaged in the manufaeture and marketing of coated 
paper oHice copiers. 

(i. Denies each and every allegation contained in para- 
gruph 6 of the complaint, except admits that it purports 
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to state an unduly narrow definition o£ “plain paper office 
copiers” which is used throughout the cornplaint. (Al- 
though denying the validitv of this definition, this answer 
will nevertheless respond to the allegations of the com- 
plaint in terrns which assuine that the definition in para- 
graph G of the complaint applies.) 

7. Denies eacli and everv allegation contained in para- 
grapli 7 of the complaint. 

8. Admits the allegations of the first sentence of para- 
graph 8 of the complaint, except denies knowledge or 
information sufficient to form a belief as to whether a 
plain paper ofTice copier recently advertised by Minnesota 
Mining and Manufacturing Co. employs rerography; de¬ 
nies eacli and every allegation contained in the second 
sentence of paragraph 8, except admits that the naine 
“xerography ” was selected in 1948 by Xerox and Battelle 
to describe the art of forming and utilizing an electro- 
static charge pattern on an insulating or photoconductive 
insulating surface; and admits the allegations contained 
in the third sentence of paragraph 8 of the complaint. 

9. Denies eacli and every allegation contained in the first 
sentence of paragraph 9 of the complaint and denies knowl¬ 
edge or information sufficient to form a belief as to the 
truth of the second sentence of paragraph 9 of the com¬ 
plaint, except admits that Xerox has employed xerograpliy 
in nil of its plain paper offiee copiers. 

10. Denies eacli and every allegation contained in para¬ 
graph 10 of the complaint. 

11. Denies eacli and everv allegation contained in the 
first two sentences of paragraph 11 of the complaint; and 
denies information sufficient to form a belief as to the 
truth of the allegations of the third sentence of para¬ 
graph 11 of the compluint. 
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12. Denies each and every allegation contained in para- 
graph 12 of the complaint. 

13. Denies each and every allegation contained in para- 
graph 13 of the complaint. 

14. Denies each and every allegation contained in para- 
graph 14 of the complaint. 

15. Denies each and every allegation contained in para- 
graph 15 of the complaint. 

16. Denies each and every allegation contained in para- 
graph 16 of the complaint, except admits that inventions 
by Chester Carlson marked the beginning of xerography 
and that certain of these inventions were covered by four 
patents whicli issued between 1940 and 1944 and which 
expired betv. r. 1957 and 1961. 

17. Denies each and every allegation contained in para- 
graph 17 of the complaint, except admits that Battelle and 
Carlson entered into an agreement in 1944 which pro- 
vided that Battelle was appointed exclusive agent for the 
purpose of negotiating and granting licenses under three 
of the four patents referred to in paragraph 16 of the 
complaint and the predecessor patent application of the 
fourth patent, and that Battelle w'as to be diligent in 
prosecuting research and development work to perfect and 
improve these inventions and in trying to promote com- 
mercial use of these inventions. (Reference to tlie agree¬ 
ment is necessary for its precise terms.) 

18. Denies each and every allegation contained in para¬ 
graph 18 of the complaint, except admits that Xerox 
entered into agreements with Battelle effective between 
1947 and 1956 under which Xerox ultimately obtained an 
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exelusive license under tlie four Carlson patents referred 
to in paragraph IG, certain otlier issued United States and 
foreign xerographic patents owned or controlled by Bat- 
telle, and certain otlier patents which Battelle might sub- 
seąuently own or control relating to these inventions and 
Battelle carried on xerographic research and developinent 
activities for Xerox. (Reference to the agreements are 
necessary for tlieir preeise terms.) 

19. Denies each and every allegation contained in para- 
grapb 19 of the cornplaint, except admits that Xerox an<l 
Battelle entered into an agreement elTective as of 1956 
under which Battelle assigned to Xerox the four Carlson 
patents referred to in paragraph 16, licensed certain of 
its patents, patent applications and technical infonnation 
relating to xerography for a certain period and granted 
certain contingent rights to those and futurę patents, pat¬ 
ent applications and technical inforrnation of Battelle re¬ 
lating to xerography. (Reference to the agreement is 
necessary for its preeise terms.) 

20. Admits the allegations of paragraph 20 of the 
cornplaint. 

21. Denies each and everv allegation contained in para¬ 
graph 21 of the cornplaint, except admits that in 1960 Xerox 
entered into an agreement with Horizons, Inc. under 
which certain United States and foreign patents and patent 
applications relating to xerographv were assigned to 
Xerox, and Horizons, for a period of time thereafter, per- 
formed xerographic research exclusively for Xerox. (Ref¬ 
erence to the agreement is necessary for lis preeise terms.) 

22. Denies each and evey allegation contained in para¬ 
graph 22 of the cornplaint, exeept admits that Xerox ob- 
tained access to certain patented and unpatented xero- 
graphic technology developed by otlier companies under 
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variou8 types of agreements including license, cross license 
and consulting agreements. (Reference to the agree¬ 
ments are necessary for their precise tcrms.) 

23. Denies each and every allegation contained in para- 
graph 23 of the complaint, except admits that by the end of 
1961 the four Carlson patents referred to in paragraph 16 
liad expired, Xerox owned about 1,000 United States and 
foreign xerographic patents and patent applications and 
Xerox had obtained contingent rights to certain futurę re- 
search and development by Battelle, Horizons and others. 
(Reference to the agreements are necessary for their pre- 
cise terms.) 

24. Denies each and every allegation contained in para¬ 
graph 24 of the complaint. 

25. Denies each and every allegation contained in para¬ 
graph 25 of the complaint. 

26. Denies each and every allegation contained in para¬ 
graph 26 of the complaint. 

27. Denies each and every allegation contained in para¬ 
graph 27(a) of the complaint; denies each and every alle¬ 
gation contained in paragraph 27(b) of the complaint, ex- 
cept admits the facts admitted in paragraphs 20 through 23 
of this answer; denies each and every allegation contained 
in paragraph 27(c) of the complaint; denies each and every 
allegation contained in paragraph 27(d) of the complaint, 
except admits that until 1970 Xerox entered into agree¬ 
ments with research, scientific and technieal employees 
whereby they agreed for a period following termination 
of tlieir employment with Xero.\ not to engage in xero- 
grcpliic activities; denies each and every allegation con¬ 
tained in paragraph 27(e) of the complaint; denies each 
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and every allegation contained in paragraph 27(f) of the 
complaint, except admits tliat sińce 1901 Xcrox lias ex- 
panded its xerographic research and developinent facili- 
ties and activities and the number of professional and 
skilled employees engaged in tliose activities; donieś each 
and evory allegation contained in paragraph 27(g) of the 
complaint; donieś each and every allegation contained in 
paragraph 27(h) of the complaint; donieś each and evory 
allegation contained in paragraph 27(i) of the complaint; 
donieś each and every allegation contained in paragraph 
27(j) of the complaint; donieś eacii and every allegation 
contained in paragraph 27 (k) of the complaint, except 
admits tliat Xerox entered into certain license agreeinents 
under xerographic jiater.ts nnder which tłie licensee received 
from Xerox rights with respect to defined fields not in- 
cluding the manufacture or marketing of plain paper office 
copiers; donieś each and every allegation contained in 
paragraph 27(1) ol the complaint; donieś (‘ach and every 
allegation contained in paragraph 27(m) of the complaint; 
donieś each and every allegation contained in paragraph 
27(n) of the complaint, except admits tliat Xerox did not 
grant reąuesta by SCM and certain others for patent 
lieenses with respect to plain paper offico copying prior to 
1970, but in 1970 Xerox affirmativcly ofTered such lieenses 
under certain ot its patents; donieś each and ovorv alle¬ 
gation contained in paragraph 27(o) of the complaint; 
donieś each and every allegation contained in paragraph 
27(p) of the complaint, except admits that Xerox threat- 
ened to institute and instituted certain patent infringement 
suits to \ indieate its patent rights against infringing com- 
petitors, including SCM; donieś each and evcry allegation 
contained in paragraph 27(q) of the complaint; donieś 
each and cvery allegation contained in paragraph 27(r) of 
the complaint, cxcept admits that sińce 10G5 Xerox has de. 
veloped and manufactured new and improved models of 
plain paper office copiers using technology developed by 
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Xerox and has continued to ose technology developed at 
Battelle, Horizons and elsewhere; donieś each and every 
allogation contained in paragraph 27(s) of the complaint, 
except adinits tiiat Xerox has expanded its manufactur- 
ing and marketing facilities, personnel, capabilities, and 
product linę sińce 1961; denies each and every allegation 
contained in paragrapli 27(t) of the complaint. 

28. Denies each and every allegation contained in para¬ 
graph 28 of the complaint. 

29. Denies each and every allegation contained in para¬ 
graph 29 of the complaint. 

30. Denies each and every allegation contained in para¬ 
graph 30 of the complaint. 

31. Denies each and every allegation contained in para¬ 
graph 31 of the complaint. 

« 32. Denies each and every allegation contained in para¬ 

graph 32 of the complaint. 

33. Denies each and everv allegation contained in para¬ 
graph 33 of the complaint. 

34. Denies each and every allegation contained in para¬ 
graph 34 of the complaint. 

35. Denies each and everv allegation contained in para¬ 
graph 35 of the complaint. 

36. Denies each and every allegation contained in para¬ 
graph 36 of the complaint. 

37. Denies each and every allegation contained in para¬ 
graph 37 of the complaint. 


* 
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38. Donieś eacli and evcry allegation contained in para- 
graph 38 of the cornplaint. 

39. Donieś eacli and every allegation contained in para- 
graph 39 of the cornplaint. 

40. Donieś eacli and every allegation contained in para- 
graph 40 of the cornplaint. 

41. Donieś eacli and every allegation contained in para- 
graph 41 of the cornplaint. 

42. Donieś each and every allegation contained in para- 
graph 42 of the cornplaint. 

43. Denies each and every allegation contained in para- 
grapli 43 of the cornplaint. 

44. Donieś each and every allegation contained in para- 
graph 44 of the cornplaint. 

45. Denies each and every allegation contained in para- 
grapli 45 of the cornplaint. 

46. Donieś each and every allegation contained in para- 
grapli 46 of the cornplaint. 

47. Denies each and every allegation contained in para- 
grapli 47 of the cornplaint. 

48. Denies each and every allegation contained in para- 
grapli 48 of the cornplaint. 

49. Denies each and every allegation contained in para- 
graph 49 of the cornplaint. 
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50. Denies each and every allegation contained in para- 
graph 50 of the complaint. 

51. Denies each and every allegation contained in para- 
graph 51 of the complaint. 

52. Denies each and every allegation contained in para- 
graph 52 of the complaint. 

53. Denies each and every allegation contained in para- 
graph 53 of the complaint. 

54. Denies each and everv allegation contained in para- 
graph 54 of the complaint. 

55. Denies each and everv allegation contained in para- 
graph 55 of the complaint. 

50. Repeats and realleges the allegations of paragraphs 
6 to 29 of this answer. 

57. Denies each and ever\ allegation contained in para- 
graph 57 of the complaint. 

58. Denies each and every allegation contained in para- 
graph 58 of the complaint. 

59. Denies each and every allegation contained in para- 
graph 59 of the complaint. 

60. Denies each and every allegation of paragraph 00 
of the complaint, except adinits that on February 11, 1904, 
U.S. Patent 3,121,000, entitled “ Photo-Active Meinber for 
Xerographv” (the Middleton-Keynolds ’00G patent), was 
issued and that Xerox owns said patent. 
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fil. Denies each and every allegation contained in para- 
graph 61 of tlie complaint, except admits tliat SCM and 
Xf*rox entered into an agreement dated June 3. 1968, pro- 
viding for a license to SCM, for specified royalties, to 
make, use and sell coated paper and equipment for making 
xerograpliic coated paper copies for use in the process 
of the Middleton-Reynolds ’00fi patent, with license rights 
also under other patents owned or controlled by Xerox 
as were directly necessary to enjoyment of the foregoing 
rights (all as defined in the agreement). (Reference to 
the agreement is necessary for its precise terms.) 

62. Admits the allegations of the lirst sentence of para- 
graph 62 oł the complaint and denies each and every 
allegation contained in the second sentence of paragraph 
62 of the complaint, exeept admits tliat SCM and Xerox 
en te red into an agreement dated April 6, 1964, provid- 
ing for a license to SCM, for specified royalties, to make, 
use and sell coated paper and equipment for making xero- 
graphic copies under patents owned or controlled by Xerox 
in the Western Hemisphere, including the Middleton- 
Reynolds *006 patent (all as defined in the agreement). 
(Reference to the agreement is necessary for its precise 
terms.) 

63. Admits the allegations contained in the first sentence 
of paragraph 63 of the complaint; denies each and everv 
allegation of the second sentence of the complaint, except 
admits tliat SCM paid royalties to Xerox under the April 
6, 1964 and June 3, 1968 agreements in the total amount 
of $639,192.62. 

64. Denies each and every allegation of paragraph 64 of 
the complaint, except admits tliat Xerox inaintains tliat the 
manufacture and sale by SCM of coated paper ofiice copiers 
and coated paper sińce 1962, buf for a license froin Xerox 
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during part of that period, infringed, cortributorily in- 
fringed and/or induced infringement of the Middleton- 
Reynolds '006 patent and for the part of that period during 
which SCM was unlicensed Xerox would be entitled to in- 
junctive and damages relief in a suit for such infringement, 
and that the agreement of June 3, 1968 remained in effect 
until about November 30, 1971 and Xerox did not, prior to 
this datę, commence any action against SCM for breach of 
contract or for infringement. 

65. Denies each and every allegation contained in para- 
graph 65 of the complaint. 

66. Denies each and every allegation contained in para- 
graph 66 of the complaint. 

67. Denies each and every allegation contained in para- 
graph 67 of the complaint. 

68. Denies each and every allegation contained in para- 
graph 68 of the complaint. 

Fiest affirmative defense 

69. The claims alleged in the complaint are barred, in 
whole or in part, by the applicable statutes of limitations. 

Second affibmatiye defense 

70. SCM is estopped, in whole or in part, by reason of 
laches froin asserting the claims alleged in the complaint. 

First Counterclaim 

For its first counterclaim against the plaintiff, Xerox 
alleges: 
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71. Tliis Court has jurisdiction of this counterclaim 
pursuant to Rule 13 of the Foderal Rules of Civil Pro- 
cedure. 

72. Effective January 1, 1908, SCM and Xerox entered 
into a license agreement (hereinafter “the 1968 agree- 
ment”). 

73. Effeetive about November 30, 1971 the 1968 agree¬ 
ment terminated pursuant to the terms thereof. 

74. SCM is now and has been obligated to pay royalties 
to Xerox for SCM’s aetivities under the 1968 agreement 
prior to its termination in accordance with the provisions 
of said agreement. 

75. Since about May 1, 1970 and continuously there- 
after, SCM has failed to perform the obligations and duties 
required by the 1968 agreement in that SCM has failed to 
pay to Xerox royalties due and owing under said agree¬ 
ment for SCM’s activities during the period of about Janu¬ 
ary 1, 1970 through November 30, 1971. 

76. SCM is now and has been obligated to render writ- 
ten reports to Xerox concerning its activities under the 
1968 agreement prior to its termination in accordance with 
the proyisions of said agreement. 

77. Since about May l, 1970 and continuously there- 
after, SCM has failed to perform the obligations and 
duties :equired by the 1968 agreement in that SCM has 
failed to render the written reports covering its activities 
during the period of about January 1, 1970 through Novem- 
ber 30, 1971 as required by the 1968 agreement. 

78. SCM has refused to pay the aforesaid royaltiet, or 
to render the aforesaid reports. 



u- 
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% 

79. Xerox has been damaged by the acts of SCM and 
by SCM’s failure to perform the aforesaid obligations and 
duties under the 1968 agreement. 

Skcond Counterclaim 

For its second counterclaim against the plaintiff, Xerox 
alleges: 

80. Repeats and realleges the allegations of Paragraphs 
71 to 79 of Xerox’ First Counterclaim. 

81. This is a Counterclaim for patent infringement aris- 
ing under the Patent Laws of the United States. This 
Court has jurisdiction pursuant to Rule 13 of the Federal 
Rules of Civil Procedurę. 

82. On or about February 11, 1964 U.S. Letters Patent 
3,121,006 was duły and legally issued. Xerox is now the 
owner of said Letters Patent and has been the owner 
thereof sińce its datę of issuance. 

83. Since about December 1, 1971, SCM has infringed, 
contributorily infringed and/or induced others to infringe 
the aforesaid Letters Patent 3,121,006 by making, using, 
selling, and/or leasing within the United States copiers 
and/or duplicators and special coated paper therefor, for 
use in the invention of said Letters Patent, and SCM will 
continue to do so to the irreparable damage and loss of 
Xerox unless enjoined by tliis Court. 

84. SC'M’s infringement of the aforesaid patent has been 
willful, wanton and deliberate. 

Third counterclaim 

For its third counterclaim against the plaintiff, Xerox 
alleges: 






Alll 


Answer and Counłerclaims—Filed Notember 12,1973. 

85. Repeats and realleges the allegations of Paragraphs 
71 to 84 of Xerox’ First and Second Counterclaims, as 
though fully set forth heroin. 

86. This is a Counterclaim for patent infringement 
arising under the Patent Laws of the United States. This 
Court has jupsdiction pursuant to Kule 13 of the Federal 
Rules of Civil Procedurę. 

i 

87. On about June 27, 1972 U.S. Letters Patent 3,672,884 
was duły and legally issued. Xerox is now' tlie owner of 
said Letters Patent and has been the owner thereof sińce 
its datę of issuance. 

88. SCM has infringed, contributorily infringed, and/or 
induced others to infringe the aforesaid Letters Patent 
3,672,884 by making, using, selling and/or leasing within 
the United States copiers and/or duplicators and liquid 
developer therefor, for use in the invention of said Letters 
Patent, and SCM will continue to do ko to the irreparable 
dainage and loss of Xerox unless enjoined by this Court. 

89. SCM’s infringement of the aforesaid patent has been 
willful, wanton and deliberate. 

Wherefore, Xerox prays that this Court enter a judg- 
ment and deeree: 

1. Disnussing SCM’s complaint and all elaitns therein. 

2. Ordering SCM to render to Xerox the written reports 
required by the 1968 agreement. 

3. Awarding Xerox an accounting under its First 
Counterclaim, and that upon sucli accounting Xerox have 
judgment against SCM for the amounts found due and 
owing from SCM to Xerox thereby, together with legał 
interest from the datę of the accrual of sucli amounts. 
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4. Permanently enjoining SCM, ita officers, agenta, 
8ervanta, employeea and those persona in active concert or 
participation with SCM, frorn łnfringing the Xerox patent8 
referred to in Xerox’ Second and Third Counterclaim8. 

5. Awarding Xerox daniages reaulting from SCM’s will- 
ful, wantor. and deliberate infringenient of the Xerox 
patenta referred to in Xerox’ Second and Third Counter- 
claims, and that said damages be trebled. 

6. Awarding Xerox ita coats herein and reasonable at- 
torney’s feea. 

7. Oranting Xerox aucii other and further relief as the 
Court may deem proper. 

Dated: Noveinber 12, 1973. 

Cu MMI NOS & LiOCKWOOL* 

1 Atlantic Street 

Stamford, Connecticut 06904 

By a/ John F. Spindleb 

A Member of the Firm 

Kaye, Scholer, Fierman, Hays 
& Handler 

425 Park Avenue 

New York, New York 100:"! 

Kenyon & Kenyon Keiij.y C'arr 
& Chapin 

59 Maiden Lane 

New York, New York 10038 

John R. Murphy, Eaq. 

Xerox Corporation 

Stamford, Connecticut 06!>04 
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UNITED STATES DISTRICT COURT 
For the District of Connecticut 

[SAME TITLE] 


Demand for Jury Trial 

Sirs: 

Please take notice that defendant demands trial by jury 
in this action. 

Dated: November 12, 1973. 

CUMMINOS & LOCKWOOD 

1 Atlantic Street 
Stamford, Connecticut 06904 

By John F. Spindler 
A Member of the Firm 

Kaye, Scholer, Fierman, IIays 
& Handler 
425 Park Avenue 
New York, New York 10022 

Kknyon & Kenyon Reilly Carr 
& Chapin 
59 Maiden Lane 
New York, New York 10038 


John R. Murphy, Esq. 
Xerox Corporation 
Stamford, Connecticut 06904 
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To: Proskauer Rosę Goetz & 

Mendelsohn 
300 Park Avenue 
New York, New York 10022 

Widett & Widett 

100 Federal Street 

Boston, Massachusetts 02110 

JacobB, Jacobs & Grudberg 
207 Orange Street 
New Haven, Connecticut 
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UNITED STATES DISTRICT COURT 

For the District of Connecticut 


[SAME TITLE] 


Motion for Preliminary Injunction 

Renewing its inotion of July 31, 1973, madę with respect 
to its original complaint, plaintifT hereby inoves, pursuant 
to Bule 65(a) of the Federal Kules of Civil Procedurę, 
based on the allegations set forth in paragraphs 1 through 
30 and 54 and 55 of its amended complaint, and upon the 
evidence to be adduced at the hearing on this motion, for 
the preliminary in,junctive relief reąuested in paragraphs 
49 through 53 of the First Claim of its amended com¬ 
plaint, and for such other or further or alternative relief 
as may be appropriate and necessary and as the Court 
may deem just-and proper. 

As morę fully described in plaintiff’s motion, madę 
simultaneously herewith, for separate trial mul stay, plain- 
tiff reąuests that, subject to its convenience, the Court 
Schedule May 1, 1974 as tlie commencement datę of tlie 
hearing of plaintifTs motion for preliminary injunction in 
the event that the Court denies that motion for separate 
trial and stay, or in the event the Court grants that motion 
but later determines that the parties have been unable to 


( 
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complete preparation for such separate trial by or about 
that time. 


The Plaintiff 
SCM Corporation 

By Its Attorneyś 


Stephen Rackow Kaye 

Ronald S. Rauchberg 
Proskauer Rosę 
Goetz & Mendelsohn 
300 Park Avenue 
New York, New York 10022 


Jerome Gotkin 

WlDETT & WlDETT 

100 Federal Street 
Boston, Mass. 02110 


Ira G. Grudberg 

Jacobs, Jaoobs & Grudbkro 
207 Orange Street 
New IIaven, Connecticut 06503 
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UNITED STATES DISTRICT COURT 
For thk District of Connecticut 

[SAME TITLE] 

SCM’s Rulf. 42(b) Motion for Sf.paratf. Trial of the 
Issues of Xerox’s Alleoed Violations of the Anti- 
trust Laws, and for Ancillary Relief; and the Sup- 
PORTINO GROUNDS Th UREFOR. 

A. First, SCM moves under Rule 42(b) of the FRCP 
and in the exereise of the Court’s j»ower and discretion, 
for an order directing separate trial (before a jury be- 
cause of Xerox’s demand) of the issues of whether, as 
alleged in the First Claim of the amended complaint, 
Xerox has violated each of Sections 1 and 2 of the Sher- 
man Act and Section 7 of the Clayton Act; and pending 
Buch separate trial, st&ying any other proceedings with 
respect to all other issues, claims or counterclaims in this 
action. SCM reąutsti that such separate trial, subject to 
the Court’s convenience, be seheduled to connnence on May 
1, 1974. 

Such an order will be conducive to expedition and econ- 
omy and will be in furtherance of the convenience of the 
Court and the parties. It will amid prejudicial delay 
in the adjudieation of the claimed violations of law and, 
if such are foui-u to exist, in the determination of pre- 
liminary and pernianent equitable relief as to matters con- 
cerning present and futurę plain paper oflice copier com- 
petition which are of great public and private iiuportance. 
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Such an order will best promote and expedite the orderly 
administration of justice in this action and will not preju- 
dice and will fully preserve the rights of the parties, in- 
cluding Xerox’s claim of right to trial by jury. 

B. Second, in the event the Court denieR SCM’s first 
motion for separate trial and stay, or in the event the 
Court grants such motion, but later determines that the 
parties have been unable to complete preparation for trial 
by May 1, 1974, despite diligert eflforts to do so, SCM 
moves, in the exercise of the Court’s power and discretion 
and subject to its convenience, and for the reasons de- 
scribed above, for an order scneduling May 1, 1974 as the 
commencement datę of the hearing on SCM’s contempo- 
raneous motion for a preliminary injunction. 

C. Third, with respect to SCM’s Third Claim in its 
amended complaint and Xerox’s first two counterclaims 
involving the Middleton-Reynolds ’006 patent, SCM also 
moves, in the exercise of the Court’s power and discretion, 
for an order staying any proceedings until finał adjudica- 
tion of the prior-coinmenced and presently pending liti- 
gations reJating to that patent among Xerox and Dennison 
Manufacturing Co., Nashua Corp., Saxon Business Prod¬ 
ucts, Inc., Litton Industries, Inc., Litton Business Systems, 
Inc. and Litton Systems, Inc. 

Under Blonder-Tongue LaI>oratories, Inc. v. Unwersity 
of Illinois Foundation, 402 U.S. 313 (1971), any judgment 
adverse to Xerox with respect tc that patent in any of 
those other litigations where Xerox had a fuli and fair 
opportunity to litigate the matters involved, will be given 
collateral estoppel effect in this action. Accordingly, a 
stay of all proceedings with respect to SC'M’s Third Claim 


/ 
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will be in the interests of the orderly administration of 
justice by avoiding a misallocation of the resources of 
the Court and of the parties at tliis juncture and by avoid- 
ing potentially unnecessary and burdensome litigation pro- 
ceedings which may prove to be redundant.' 

D. Fourłh, SCM moves for sueh other and further re¬ 
lief with respect to the matters raised by the foregoing 
motions as the Cou r t may deem just and proper. 

The Plaintiff 

SCM Corporation 

By Its Attorneys 


s/ Stephen Rackow Kaye 
Stephen Rackow Kaye 
Ronald S. Rauehberg 

Proskauer Rosę Goetz & 
Mrndelsohn 
300 Park Avenue 
New York, New York 10022 


Jerome Gotkin 

Widett & Widett 
100 Federal Street 
Boston, Mass. 02110 


Ira B. Grudberg 

Jackibs, Jacobs & Grudberg 
207 Orange Street 
New Haven, Connecticut 06503 
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UNITED STATES DISTRICT COURT 
For the District of Connecticut 


[SAME TITLE] 


Reply 

Plaintiff SCM Corporation (“SCM”), by its attorneys 
for its Reply to the three counterclaims set forth in the 
Answer of Xerox Corporation, and on knowledge as to mat- 
ters pertaining to itself and on Lnformation and belief as 
to all other matters, alleges: 

\ 

As TO XeROX’s FIRST AND SECOND COUNTERCLAIMS RELATINO 
TO THE MlDDLETON & REYNOLDS ’00G PATENT. 

1. Admits the allegations eontained in paragraph 71 and 
as realleged in paragraph 80, and the allegations eontained 
in paragraph 81 of the Answer. 

2. Admits the allegations eontained in paragraph 72, 
and as realleged in paragraph 80 of the Answer; and avers 
that the 1068 agreement was entered into by Xerox and by 
SCM on or about June 3, 1068, and was madę effective as 
of January 1, 1068, all as morę ftliły alleged in paragraph 
62 of the Amended Coniplaint. 

3. Denies the allegations eontained in paragraphs 73, 74, 
75, 76, 77, 78 and 70, and as realleged in paragraph 80 of 
the Answer, and denies the allegations eontained in para¬ 
graphs 83 and 84 of the Answer. 

4. Denies the allegations eontained in the first sentence 
of paragraph 82 of the Answer, except admits that U.S. 
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Letters Patent No. 3,121,006 (“Middleton and Reynolds 
’006 patent”) was issued on or about February 11, 1064 
on a patent applieation originally filed May 25, 1949; and 
admits the allegations contained in the second sentence of 
paragraph 82 of the Answer and avers that Xerox acąuired 
ownership of that patent by its purchase from Battelle of 
the underlying applieation, pursuant to the terms of its 
1956 agroement with Battelle. 

First Defense 

5. Xerox’s first and second counterclaims each fail to 
state a claim against SCM upon which relief can be 
granted. 

Second Defense 

6. The 1968 agreement was of no force and effect by 
reason of the invalidity, unenforceability, or fraudulent 
procurement of the Middleton and Reynolds ’066 patent, as 
alleged in paragraph 65 of the Aniended Complaint. 

Third Defense 

7. SCM realleges paragraphs 60 through 66, inelusive, 
of its Ainonded Complaint. 

As TO XeROx’b T 'IRD COUNTERCLAIM RELAT1NG TO THE 

Mayer ’884 patent. 

8. As to the allegations contained in paragraph 85 of 
the Answer, to the extent they repeat and reallege the 
allegations relating to Xerox’s first and second counter¬ 
claims contained in paragraphs 72 through 84 inclusive of 
that Answer, SCM avers that such earlier paragraphs are 
irrelevant and immaterial to Xerox’s third counterclaim, 
and Bubject to that averment, SCM repeats and realleges 
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the allegations contained in paragraphs 1 to 7 of this 
Reply. 

9. Admits the allegations contained in paragraph 71 as 
realleged in paragraph 85 of the Answer, and admits the 
allegations contained in paragraph 86 of the Answer. 

10. With respect to the allegations contained in the first 
sentence of paragraph 87 of the Answer, admits that on or 
about June 27,1972, U.S. Letters Patent No. 3,672,884 (the 
Mayer ’884 Patent) was issued on an application originally 
filed on September 15,1953, and denies any present knowl- 
edge, information or belief as to whether that patent was 
duły and legally issued; and admits the allegations con¬ 
tained in the Becond sentence of paragraph 87 and avers 
that Xerox acąuired ownership by its purchase from Hori- 
zons of the underlying application, pursuant to the terms 
of its 1960 agreement with Horizons. 

11. Denies the allegations contained in paragraphs 88 
and 89 of the Answer. 


First Defense 

12. Xerox’s third counterclaim fails to state a claim 
against SCM upon which relief can be granted. 


Second Defense 

13. SCM repeats and realleges the allegations contained 
in the First Claim of its Amended Complaint, and the al¬ 
legations contained in subparagraph 65(h) of its Amended 
Complaint; and by reason thereof, the Mayer ’884 patent is 
unenforceable against SCM. 


Wherefore, this Court should dismiss each of Xerox’s 
three counterclaims and should grant to SCM the disburse- 
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ments, attorneys’ fees and other costs as are allowable in 
law and in equity, and such other and further relief as this 
Court deems just and proper. 

Stephen Rackow Kaye 
Ronald S. Rauchberg 
Pboskaueb Rosę Goetz & Mendelsohn 
300 Park Avenue 
New York, N. Y. 10022 

Jerome Gotkin 

WlDETT & WlDETT 

100 Federal Street 
Boston, Mass. 02110 

Ira B. Grudbero 
David L. Belt 
Jacobs, Jacobs & Grudbero 
207 Orange Street 
New Haven, Conn. 06503 

Attorneys for Plaintiff 
SOM Corporation 

November 21,1973. 



A124 


Decision on PlaintifTa Motion for Severance of Issues 
and Other Relief—Entered January 3, 1974. 

UNITED STATES DISTRICT COURT 
District of Connecticut 


[SAME TITLE] 


Memorandum of Decision on Plaintiff’s Motion for 
Severance of Issues and Other Relief 

In this private treble-damage antitrust action alleging 
yiolations of 1 and 2 of the Sherman Act and $ 7 of the 
Clayton Act, 15 U.S.C. $$ 1, 2, and 15, plaintiff SCM has 
filed a motion seeking in variou8 ways to structure the 
course and timing of the litigation. The motion concerns 
(a) the trial of the antitrust issueB, (b) a hearing on a 
motion for a preliminary injunction, and (c) the trial of 
the patent issues. 

(a). The antitrust issues. SCM seeks, pursuant to Fed. 
R. Civ P. 42 (b), a severance and separate trial of the 
issues as to whether Xerox has violated 1 and 2 of the 
Sherman Act and § 7 of the Clayton Act, and a stay of 
all other issues pending such separate trial. By identify- 
ing the isBues of violation, SCM is not seeking, as Xerox 
understandably interpreted the motion, to separate the 
issues of violation per se from the issues of whether any 
yiolations by Xerox have had sufficient impact upon SCM 
to give rise tc a private cause of action under § 4 of the 
Clayton Act. As was madę elear at orał argument, SCM 
uses the term “violation” as the equivalent of “liability,” 
and recognizes that yiolations of the statutes and some 
evidence of the impact of such yiolations upon a com- 
plainant are both essential ingredients of liability under 
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% 4. Duff v. Kansas City Star Co., 299 F.2d 320, 323 (8th 
Cir. 1962); Hart v. R. F. Keith Vaudeville Eichange, 12 
F.2d 341, 345 (2d Cir. 1926). What SCM wants severed 
in the jury trial, which Xerox has claimed, is all of the 
evidence relating to Xerox’s antitrust liability to SCM, 
leaving for separate consideration only the evidence con- 
cerning the amount of damages. 

Both sides agree that Rule 42(b) permits sueh severanee, 
and that it has occurred in the context of antitrust litiga- 
tion. See, e.g., X'nion Leader Corp. v. Newspapers of New 
England, Inc., 180 F.Supp. 125 (D. Mass. 1960), modified 
on other grounds, 284 F.2d 582 (lst Cir. 1961). They dif- 
fer sharply on the appropriateness of severance and the 
procedurę by which any severance should be accomplished. 

SCM wants two trials before two different juries. It 
contemplates an early trial of the liability issues, hope- 
fully by May 1, 1974, with a trial of the daniage issues 
deferred for a considerable time to permit the extensive 
discovery SCM expects Xerox will pursue in defense of 
daniage claims. Xerox, while preferring a unitary trial, 
expresses no special objection to a severance accomplished 
by a trial of the liability issues followed inunediately, in 
the event of a plaintifT’s verdict, by a trial of the daniage 
issues before the same jury. SCM urges its procedurę 
essentially for a combination of three reasons: timing, con- 
venience, and the public interest. 

First, SCM argues that the liability issues can be readied 
for trial at an early datę, whereas the daniage issues can- 
not. SCM’s argument is premised on its view that the 
relevant market is plain paper copiers, whereas Xerox 
contends it includes coated paper copiers and other dupli- 
cating eąuipment. Tliis dispute is critical to the likelihood 
of early trial on the liability issues, sińce SCM agrees that 
discovery appropriate to develop evidence of the broader 
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market definition urged by Xerox would take considerable 
time, enough to make SCM’b May 1 target totally un- 
realistic. 

While no issue conceming di8Covery as to market defini¬ 
tion is currently before this Court, it is impoBsible lo 
assess the SCM argument for the feasibility of an early 
trial on liabiiity issues without Borne conBideration of the 
potential discovery timetable. SCM seems to contend tliat 
readily available evidence will easiiy establish the correct- 
ness of its position as to the relevant market. Even if 
that is so, it is difficult to see why that circumstance 
should preclude Xerox the opportunity that the discovery 
rules allow to attempt to develop evidence in support of its 
claim of a broader relevant market. It is conceivable that 
the issue of relevant market can be isolated for early 
determination and that sufficient undisputed facts can be 
presented to establish that SCM is entitlted, in effect, to 
a partial “summary judgment” on this issue, i.e., that no 
genuine issue of materiał fact exists to be resolved by the 
jury, see Reliable Volkswagen Co. v. World-Wide Auto 
Corp., 34 F.R.D. 134, 137 (D. N.J. 1963), in adjudicating 
the parties’ respective clairns concerning relevant market. 
If SCM can make such a demonstration, in effect, estab- 
lishing its position as a matter of law regardlesB of what 
countervailing facts Xerox might produce, then its claim 
as to the likelihood of early trial on the liabiiity issues 
would be morę impressive. But its claim cannot be ac- 
cepted until the premise bas been demonstrated, and this 
reąuires not merely the assertion tliat its position as to 
relevant market will p_evail, but some basis for adjudica- 
tion that its position is correct, even in the absence of the 
discovery to which Xerox would otherwise be entitled. 

At orał argument, SCM suggested that the burden was on 
Xerox to demonstrate why it needed discovery on the 
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market issue and what it lioped to discover. Wherever 
the burden may lie when appropriate motions put in issue 
the legitimate scope of discovery on the issue of market 
definition, the burden is certainly on SCM, in supporting 
its motion for severance and early trial of the liability 
issues, to demonstrace the correctness of the premise that 
underlies its argument. In the absence of some framing 
of issues that will lead. to an adjudication that Xerox is 
not entitled to d : «eovery to develop its claim of market 
definition, the SCM prediction of early trial on severed 
issues of liability cannot be accepted. 

Secondly, SCM contends that severance is appropriate 
because the issues concerning liability and damages are 
generally distinct, such that intelligent jury eonsideration 
of the evidence will be enhanced by severance, and that 
there will be slight duplication of evidence at two trials, 
thereby minimizing any waste of time that might offset 
gains in jury comprehension. SCM also places on the bal- 
ance of convenience the inevitable fact that a severance 
might obviate the trial of damages if the liability verdict 
is in favor of the defendant. 

As with the issue of market definition, SCM’s bare alle- 
gations do not provide a basis for reaching conclusions 
about the relative benefits of severance. Whetlier sever- 
ance will promote jury comprehension and whether two 
trials will result in slight or exte.isive duplication of evi- 
dence depends on the naturę and e.dent of the evidence on 
which SCM will rely to prove its damages. Neither that 
evidence, nor even SCM’s theory of damage computation is 
presently known, which makes evaluation of its contentions 
virtually impossible. At orał argument, SCM suggested 
two approaches to damage computation. First, it might 
hypothesize by expert testirnony the relative shares of the 
plain paper copier market Xerox and SCM would have had 
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in the absence of the Xerox praetices alleged to be in vio- 
lation of the antitrust laws. Second, it might demonstrate 
the share of market and resulting profits madę in an actual 
market from which it does not allege exclusion, such as 
coated paper copiers, and claim it would have madę com- 
parable profits in the absence of allegedly unlawful exelu- 
sion from the plain paper copier market. Cf. Zenith 
Corp. v. Hazeltine, 395 U.S. 100, 116 (1969). 

This first approaeh appears highly likely to involve ex- 
ten8ive duplication between proof of violation and proof 
of damage. It is bard to imagine how a second jury could 
intelligently appreciate and evaluate the expert testimony 
without a thorough understanding of the naturę and extent 
of SCM’s exclusion from the market. As for the second 
approaeh, it cannot now be determined whether the evi- 
dence will entitle SCM to proceed to establish damages by 
this techniąue. Moreover, Zenith's claim of damage, as to 
a geographic area from which it has been excluded, based 
on market share and profits for the same product linę in an 
area of competition does not provide a precise analogy for 
SCM’s claim of damage, as to a product linę from which 
it has been excluded, based on market share and earnings 
for a diflferent product linę in an area of competition. 

What is elear at this point is tliat damage computation 
will not be as separable from evidence of liability as would 
be the case with a violation such as priee-fixing. Beyond 
that, there can be only a prediction of whether the naturę 
of the evidence will be such that severance will be ad- 
vantageou8. In the absence of a morę speeifie understand¬ 
ing as to how SCM will establish damages, that prediction 
must follow Judge Aldrich’s observation that “in a private 
antitrust action liability and damages are not separate.” 
Haterhill Gazette Co. v. Union Leader Corp., 333 F.2d 798, 
803 (lst Cir. 1964). 
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As a third eonsideration bearing on severance and early 
trial of liability issues, SCM urges the public importance 
of securing an early adjudication of what it alleges to be 
Xerox’s antitrust violations. SCM contends that without 
early adjudication of liability, Xerox’s monopoly position, 
allegedly unlawfully acquired or maintained, will become 
increasingly morę injurious to present and prospective 
competitors and morę immune from ultimate judicial reme- 
dies. In effect, SCM is doubting that a district court’s 
eąuitable remedies will be equal to the challenge that 
SCM, in its role as a private attorney generał, wishes to 
raise. Without sharing or rejecting that doubt, this Court 
cannot appropriately weigh this public interest considera- 
tion against factors opposing a severance in the absence of 
a morę persuasiye showing that early adjudication of liabil¬ 
ity is feasible and that severance of liability issues will 
promote the efficient conduct of the trial. Based on what 
little is now known about the futurę course of this lawsuit 
and the evidence that will be presented, the motion for sev- 
erance of liability issues and their trial by May 1 is denied. 
It may be that further Identification and resolution of 
issues will demonstrate at a later datę the appropriateness 
of severance at least on Xerox’s terms, and possibly on 
SCM’s. 

(b). The preliminary injunction. As an alternative to its 
request for severance and early trial of the antitrust liabil¬ 
ity issues, SCM requests that a hearing be scheduled for 
May 1 on its motion for a preliminary injunction. This 
request raises two issues: whether SCM can overcome 
Xerox’s objections to the injunction on legał issues, and 
the appropriate tiine for such a hearing. 

The motion for a preliminary injunction seeks, presum- 
ably pendente lite, the relief sought in paragraphs 49 
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through 53 of the amended complaint. These paragraphs 
demand, among other things, compulsory licensing on rea- 
sonable terma of several Xerox patents. Xerox contends 
that this type of relief is far beyond the preaervation of 
the status quo for which, upon a proper showing, a prelimi- 
nary injunction normally issues. Moreover, it is not elear 
whether the injury SCM seeks to prevent is the type of 
irreparable injury that justifies preliminary injunetive 
relief. 

Xerox reąuests the opportunity to brief the legał issnea 
raised by SCM’s motion for a preliminary injunction. 
Such briefing would be helpful. Accordingly, the parties 
are directed to submit briefs as to whether Xerox is en- 
titled to have SCM’s motion for a preliminary injunction 
denied as a matter of law. In effect, this amounts to allow- 
ing Xerox to challenge the SCM motion for preliminary 
injunction by interposing the defense that SCM has failed, 
in various respects, to State a elaim upon which the par- 
ticular relief it iB seeking can be granted. Cf. Fed. R. Civ. 
P. 12(b)(6). Since the parties in chambers conferences and 
at orał argument have alrendy aired their basie contention 
on these issues, it seems appropriate to reąuire simultane- 
ous filing of briefs by both parties within thirty days from 
this datę, with reply briefs, if desired, to be filed ten days 
later. Orał argument will be scheduled promptly there- 
after at the reąuest of either party. 

As for the timing of a hearing on the motion for prelimi¬ 
nary injunction, finał deciBion on this matter can best be 
madę after the parties have had an opportunity to present 
relevant considerations in their briefs. At this point it is 
sufficient to notę that a preliminary injunction is normally 
entitled to expedited consideration, and even the com- 
plexity of antitrust litigation should not warrant a total 
abandonment of that principle. Accordingly, May 1, 1974, 


\ 
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is tentatively set as a target datę for a liearing on SCM’s 
motion for preliminary injunction in the event that motion 
survives the legał defenses to be presented by Xerox in the 
reąuested briefs. 

(c). The patent issues. Finally, SCM moves for 
severance of the patent yalidity and infringement issues, as 
contained in the Third Claim of its amended complaint and 
Xerox’s first two counterclaims, and a stay of proceedings 
with respect to these issues pending finał adjudication of 
proceedings in the District Court for the Southern District 
of New York involving some, but not alł, of the patents in 
suit here. For reasons previously set forth with respect to 
identical contentions in the Litton-Xerox litigation in this 
District, the motion for severance of the patent validity and 
infringement issues is granted, and the motion for a stay 
of proceedings with respect to these issues is denied. 
Xerox Corp. v. Litton Corp., Civil No. 15,705 (D. Conn. Mar. 
30, 1973). 

In sum, and as morę fully detailed in the foregoing 
memorandum, as to part A. of SCM’s motion, severance and 
designation of an early trial datę of the antitrust liability 
issues is denied without prejudice; as to part B. May 1, 
1974, is tentatively set as a target datę for a hearing on 
SCM’8 motion for a preliminary injunction, and a brief¬ 
ing Schedule is established as to legał issues relevant to 
that motion; as to part C. the reąuest for severance of the 
patent issues is granted, and the reąuest for a stay of pro¬ 
ceedings with respect to those issues is denied. 


Dated at Hartford, Connecticut, this 3 day of January, 
1974. 


8/ Jon O. Newman 
Jon O. Newman 
United States District Judge 
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UNITED STATES DISTRICT COURT 
District of Connecticut 


[SAME TITLE] 


Pre-Trial Ruling No. 6 

At a preliminary stage in this complex antitrust litiga- 
tion, both sides have joined issue on a traditional ques- 
tion that arises in an untraditional context. The ąuestion 
is whether plaintiff SCM is entitled to a hoaring on ita 
motion for a preliminary injunction. SCM has taken the 
unusual position of seeking a preliminary injunction in 
an antitrust case that is eesentially alleged to be a monopo- 
lization case arising under § 2 of the Sherman Act. While 
the complaint alleges violations of both $$ 1 and 2 of the 
Sherman Act, as well as § 7 of the Clayton Act, the 
gravamen of the action appears to be SCM’s claim that 
Xerox has monopolized and attempted to monopolize the 
skill and technology, manufacturing, and marketing of 
plain paper office copiers. It is certainly unusual for a 
party maintaining a § 2 claim to seek preliminary in- 
junctive relief. Xerox contends that the government, 
facing the somewhat easier burden under § 15 of the 
Clayton Act than a private party encounters under $ 16 
of the Clayton Act, 15 U.S.C. $§25 and 26, has never 
sought preliminary injunctive relief in a $ 2 case. In 
a rare instance, heavily relied on by SCM, where a pri- 
vate party obtained a preliminary' injunction in a $ 2 
case, Philadelphia World Hockey Club, Jnc. v. Philadclphia 
Hockey Club, Inc., 351 F.Supp. 462 (E.D. Pa. 1972), at 
issue was a precise practice of the defendant, the reserve 
clause in players’ contracts, rather than the defendant’s 
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overall monopoly power. Of course, the infreąuency of 
the preliminary injunctive remedy in this context does not 
mean that such relief is unavailable. Understandably, how- 
ever, it causes a court to scrutinize the claim with soine 
care. 

For its part Xerox has taken the unusual position of 
contending that plaintifiPs motion for a preliminary in- 
junction should be denied as a matter of law. In effect, 
defendant is demurring to plaintifTs motion, or, in the 
language of Fed. R. C'iv. P. 12(b), raising the defense 
that plaintiff, in seeking a preliminary injunction, has 
failed to state a claim upon which relief can be granted. 
While the notion that a motion for preliminary injunction 
can be denied without a hearing is not unheard of, see 
Schlosser v. Commonwealth Edison Co., 250 F.2d 478 (7th 
Cir. 1958), this would normally occur where there are no 
disputed facts on the merits, a situation that emphatically 
does not obtain here. However, a hearing has been de¬ 
nied primarily on the ground of an insufficient claim of 
irreparable injury. In re South State Street lildg. Corp., 
140 h .2d 363 (7th Cir. 1944). While the rarity of pre- 
cluding a hearing on a motion for a preliminary injunction 
makes the Court somewhat wary, the claim is entitled 
to consideration because at issue is not simply the pres- 
entation of affidavits supplemented by a few days of tes- 
timony, but in all likelihood a full-dress trial on the 
merits that will be measured in weeks or even months. 
Nor is there a realistic hope that detailed findings by 
the Court after the injunction hearing might persuade the 
parties to forego a second protracted hearing on the merits. 
This case has been claimed to a jury, and neither party 
is likely to think its chances of success with the jury 
are at all lessened by an adverse court decision on the 
propriety of a preliminary injunction. 

All of these considerations prompted the Court on 
January 3, 1974, to reąuest the parties to brief the issues 
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concerning the need to hołd a hearing on plaintifTs motion 
for a preliminary injunction. Orał argument was pre- 
sented on March 6, 1974. 

A threshold ąuestion is the determination of the precise 
extent of the preliminary relief that SCM is seeking. 
SCM has not filed as a distinct document a motion for a 
preliminary injunction; however, its amended complaint 
spe'‘fies in IHf 49-53 the relief it believes should be granted 
“[d]uring the pendency of this action.” These allegations 
are plainly sufficient to serve as a motion for a preliminary 
injunction. SCM has also suggested, in briefs and orał 
argument, additional types of injunctive relief that the 
Court might consider. And the amended complaint also 
includes in H 54 a pro forma reąuest for “such other pre¬ 
liminary injunctive relief as may be appropriate.” There 
is no doubt that a Court’s power to fashion an appropriate 
interim remedy is not circumscribed by the specifics of a 
plaintifFs motion. At the same time the plaintifTs entitle- 
ment to a hearing to establish its right to a preliminary 
injunction ought to be tested with reference to the specific 
relief it is seeking. If it is not entitled to the relief it is 
seeking, it should not be able to precipitate a protracted 
hearing that will reąuire exploration of the merits of the 
suit simply in the hope that at the conclusion of the hear¬ 
ing the Court will fashion some appropriate remedy. 

Defendant resists plaintifTs motion as a matter of law 
on the grounds that the relief sought constitutes a sub- 
stantial alteration of the status quo, beyond the legitimate 
function of a preliminary injunction, and that plaintiff 
will not be irreparably injured for lack of a preliminary in¬ 
junction. Both contentions will be considered with ref¬ 
erence to the specific relief plaintiff has sought in W 49-53 
of the amended complaint. 

Plaintiff seeks preliminary relief in three areas: pat- 
ents, plans, and personnel. As to patents, SCM wants to 
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enjoin Xerox from bringing any patent infringement ac- 
tion (H 49) or any otlier action (fi 50) against SCM that 
might affect SCM’s efforts with respect to plain paper 
copiers. SCM also wanta Xerox to accord SCM a license 
with respect to all the United States and foreign patents 
and patent applications that Xerox owns or Controls (U 51). 
Whether the license is to be royalty free or upon reason- 
able terms is to be determined after adjudication of the 
merit8. As to plans, SCM w r ants Xerox to disclose its 
short and long rangę plans for the manufacture and 
marketing of plain paper copiers (U 52). As to personnel, 
SCM wants Xerox enjoined from enforcing provisions of 
employment contracts alleged to prevent Xerox employees 
from engaging in xerographic activities following termina- 
tion of their employment with Xerox (1153). 

The claims concerning plans and personnel plainly do 
not reąuire a hearing, sińce in no event would a prelimi- 
nary injunction issue to provide such relief. The disclosure 
of short and long rangę plans of one Corporation to an 
actual or at least potential competitor is not only a sig- 
nificant change in the status quo, but such an irrevocable 
one as to be far beyond the legitimate scope of a prelimi- 
nary injunction. If Xerox prevails on the merits, it will 
not be able to return its plans to their current position of 
secrecy. As for the employee covenants not to compete, 
Xerox has formally represented by letter dated March 8, 
1974, that there are no such covenants presently in eiTect 
and that nonę will be entered into during the pendency of 
this action. That undertaking, if it does not moot the 
claim for preliminary injunctive relief with respect to such 
covenants, at least inakes it apparent that SCM can suffer 
no irreparable injury for lack of such relief. Moreover, 
SCM has madę no claim that it is presently precluded from 
obtaining the unrestricted services of a former Xerox 
employee because of a non-coinpetitive covenant. 
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There remains the SCM claim respecting Xerox patents 
—a preliminary injunction to prevent Xerox from Buing 
SCM for patent infringement and, conversely, a license 
permitting SCM to use the Xerox patents. Several fac- 
tors combine to make it unnecessary to hołd a hearing to 
determine whether such preliminary relief should be 
considered. 

First, the claimed relief is a substantial change in the 
status quo. The status quo to be preserved by a prelimi¬ 
nary injunction is not only the respective situations of the 
parties “when the suit began,” Hamilton Watch Co. v. Ben- 
rus Watch Co., 206 F.2d 738, 742 (2d Cir. 1953), or “ antę 
litem,” Washington Capitols Basketball Club, Inc. v. 
Barry, 419 F.2d 472, 476 (9th Cir. 1969), but also the 
“last uncontested status which preceded the pending con- 
troversy, M Westinghouse Electric Corp. v. Free Sewing 
Machinę Co., 256 F.2d 806, 808 (7th Cir. 1958); see also 
Interphoto Corp. v. Minolta Corp., 417 F.2d 621 (2d Cir. 
1969); Warner Bros. Pictutes, lnc. v. Gittone, 110 F.2d 
292 ( 3d Cir. 1940). Preservation of the last uncontested 
position generally requires some alteration of the situation 
encountered by a court at the moment it issues relief; it 
must undo the action that has occurred sińce the parties 
were in an uncontested position. However, such relief is 
generally granted in a context where the recently occur- 
ring action is specific, such as the cancellation of a dis- 
trihutorship in Minolta. In a sense, of course, the last 
uncontested position to which SCM would like to return 
pending determination of this lawsuit iB the state of facts 
existing before Xerox had the monopoly power SCM al- 
leges it has acquired. But dismantling a monopoly is not 
simpły a morę extensive use of equitable power than pre- 
venting the cancellation of a distributorship, it is of an 
entirely different character, and it is not surprising that 
SCM cites no case where such preliminary relief has been 
accorded. At no time prior to this litigation did SCM have 
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a right to the Xerox patc-nts or to immunity from an action 
for infringing them. If such a riglit or immunity exists, 
it will arise only because Xerox is shown to have violated 
tho antitrust laws in the acquisition or maintenance of its 
patented technology. The relief SCM seeks is appropriate 
only after a monopolization case has been established and 
suitable remedies are considered to undo the effects of the 
monopoly. To grant the relief preliminarily would not 
return the parties to an uncontested position, it would 
create new positions that are appropriate only if SCM 
wins this lawsuit. That is not the function of a prelimi- 
nary injunction. 

Secondly, any elaim SCM might make that it will sufler 
irreparable damage for lack of such extraordinary pre- 
liminary relief is undermined by its acknowledged capacity 
to bring a plain paper copier onto the market. At the 
hearing on December 7, 1973, SCM reported its transaetion 
with Van Dyck Research Corp. to purchase $45 million of 
eopiers developed by Van Dyck. Furthermore, SCM re¬ 
ported that it will be able to market by 1975 its own plain 
paper copier. It may well be that if Xerox has the monop¬ 
oly power alleged by SCM with respect to the marketing 
of plain paper eopiers, SCM will sell both the Vun Dyck 
machinę ami its own machinę to a smaller sliare of the 
market than it would enjoy in the absence of the alleged 
monopoly. But the reduction in market share, as distin- 
guished, possibly, from inability to enter the market at all, 
is plainly compensable in money damages. In any event,' 
access to the Xerox patents will not enable SCM to avoi(i 
the effects of Xerox’s alleged marketing monopoly. 

Finally, Xerox has further undermined whatever elaim 
of irreparable injury SCM might allege by voluntarily 
undertaking several cominitments with respect to its pat¬ 
ents. By letter dated March‘ 8, 1974, X\rox has agreed (a) 
not to seek a preliminary injunction against SCM or its 
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suppliers for infringement of any patents concerning plain 
paper copiers, (b) not to commence any patent infringe- 
ment action concerning plain paper copiers against SCM 
or its suppliers without ninety days’ written notice to 
SCM, (c) not to commence any patent infringement action 
concerning plain paper copiers against any end user of 
copiers manufactured or sold by SCM, and (d) to grant 
SCM, during the pendency of this lawsuit, a 4 % royalty 
license under any patent that covers either the Van Dyck 
machinę or the machinę SCM is developing. The geo- 
jęraphic scope of these commitmenta is the United States, 
Canada, and Latin America. As to countries in which 
Rank Xerox has patent rights, Xerox makes the same com- 
mitments “to the extent that Xerox has the legał authority 
to accomplish them.” Without further exploration of this 
phrase, it must be assumed, for purposes of the pending 
issue, that the Xerox undertakings are not necessarily 
sufficient to give SCM worldwide protection. Nevertheless, 
they are of sufficient dimension to erode any claim of 
irreparahle injury below the level where e<|uitable relief 
would be appropriate. 

To all of these considerations SCM responds that the 
Xerox monopoly position is so entrenched that the passage 
of time between now and trial of the merits will enable 
Xerox to soldify its position in ways that will irreparably 
injure prospective competitors like SCM. And SCM aiso 
urges the claims of the public interest in liaving the al- 
legel monopoly power cheeked before it hecomes further 
entrenched. While these considerations would be weighty 
in determining the appropriateness of a hearing on and the 
issuance of some forms of temi>orary in.junctive relief, they 
do not justify further consideration of the specific forms 
of relief sought by SCM in its amended complaint. Before 
SCM can perfonn a role as a private attorney generał to 
seek preliminary relief that will arguably serve the public 
interest, it must State a claim that it is entitled to appro- 
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priate forma of preliminary relief. Beeauae the relief it 
seeks would alter the statua quo in ways beyond the func- 
tion of a preliminary injunction, and beeauae it cannot 
show irreparable injury for lack of the particular forma of 
preliminary relief it aeeka, ita motion for a preliminary 
injunction ia doomed to failure, and a protracted hearing 
to explore the probability of aucceaa on the merita ia not 
needed. The motion for a preliminary injunction ia denied. 

Dated at New Haven, Connecticut, thia 17 day of April, 
1974. 


Jon O. Newman 

United States District Judge 
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UNITED STATES DISTRICT COURT 
For the District of Connecticut 
Civil No. 15,807 

Notice of Appeal 

SCM Corporation, 

against 

Xerox Corporation, 


Plaintiff, 


Defendant. 


Notice is hereby given that SCM Corporation, plaintiff 
above named, hereby appeals under 28 U.S.C. ^ 1292(a)(l) 
to the United States Court of Appeals for the Second 
Circuit from the decision and order (denominated as “Pre- 
trial Ruling No. 6”) entered in this action on the 19th flay 
of April, 1974, which denied plaintiff’s motion for a pre- 
liminary injunction as a matter of law and without holding 
an evidentiary hearing as reąuested by plaintiff. 

Dated: May 1, 1974 

Proskauer Rosf. Goetz & Mendelsohn 

300 Park Avenue 

New York, New York 10022 

WlDETT & W IDE iT 

100 Federal Street 
Boston, Massachusetts 02110 

Jacobs, Jacobs & Grudbero 

207 Orange Street 

New Haven, Connecticut 06503 


By s/ Stephen Rackow Kaye 

Attomeys for Plaintiff SCM 
Corporation 
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CUUU t A Ol Ul HU. A AIIMlII % II 


UNITED STATES COURT OF APPEALS 
FOR THE SECOND CIRCUIT 


SCM CORPORATION, 


Plaintiff-Appelłant, 


-against- 


XEROX CORPORATION, 


De fendant-Appe1lee, 


State of New York, 
County of New York, 
City of New York—ss.: 


Robert S. Marin , being duły sworn, deposes 

and says tliat he iw over the age of 18 years. That on the lst 

day of Juiy > 1 ^ 741 be served f our copies of 

AppeIIant f s Appendix on 

Kaye, Scholer, Fierman, Hays & Handler, the attorneys 

jfa. for Defendant-Appellee by causing same to 
be dełivered to and left 

a proper person in charge of 

their et 425 Park Avenue, New York, N.Y. 10022 

in the Borough of Manhattan » City °f New York, between 

the usual business łiours of said day. 



Sworn to before me this 


l st day of j u iy 


, 19 74 , 


^ - 


mirrr.:FV J ”*>wn 

Notary I’uh i .il.it- •-! New York 
No. 31-547AA) 

Qualified in New ''-^ County 

£*muu»ton E&pirei March 30, 1V76 





